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How the dominoes 
started to fall 

PhitHUtir mHos atar i* pagas 8-7 
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New media empire 

America Online grows 
under Steve Case 
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Silver market 
‘manipulation’ 
may I lead 
to legal action 

US lawyers are preparing legal 

action alleging that the silver 
fflarfcfit is being manipulated to 
drive prices higher, according to 
commodity fund manager Martin 
Armstrong, who is also director 
of FrLDCT ton Economics Institute. 

. ing a raquestfo act as anexpm 
witness far the plaintiffs, believes 
Someohe is trying to manipulate 
the market page 16 

Jb*f*tt) defends tough action 

French prime minister Lionel 
Jospin defended the need for the 
state to exercise its “authority” 
after sending in police to remove 
protesters from unemployment 
centres. Page 16 

admit krtUnfl 

Northern Ireland's Protestant 
Loyalist Volunteer Force claimed 
it murdered a Catholic relative of 
• SumF&LD president Gerry 
Adams. Multi-party talks on the 
future of the province are due to 
resume today. Page 5; Editorial 
comment, Page 15 

Turkish pkMlca hold 1,300 

Turkiah police arrested more 
than UWO people in a continuing 
effort to stem the flow of Illegal 
migrants to western Europe. 

More than 1,000 of them were 
said to be non-Turkish. 

Httmart cloktfeh ban urged 

Republican Mouse majority 
leader Richard Arntey backed 
President Bill .Clinton’s call for 
human rinnitig to be banned for 
at least five years. Richard Seed, 
the Chicago physicist who plans 
to attempt theprocedure, said he ■ 
would move affehbre if a US bad 
went ahead. Page Editorial 
comment, Pagels 
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Algeria’s banned Islamic Salvar 
tion Front Joined mo un ting calls 
for an Inquiry into massacres as 
the Algerian security forces said 
11 people had their throats cut by 
terrorists at the weekend. 

Cautious US rsspaUso to Iran 

The White HtnBe cautknlsly re- 
rmened the door to direct con- 
tacts with Iran in its first formal 
response to last week’s television . 
toteryiew Iranian iffraidraii . 
Mohammad Khatrimt. Page 16 

Iraq saida new team of UN arms 
- inspectors was unbalanced 
betadse it had too many Ameri- 
can and British experts in it. 

24 tu» m PiUclsten shooting 

Gunmen killed at least 22 people 
when they fired on a memorial 
service at a Shiite Muslim grave- 
yard In Lahore, Pakistan. Ponce 
suspect a militant Slrnnl group. 
Kandbd uervous, Piiga 3 

tttaa*»wtiMiuak« retlof 

Oihia TBshed aid to villages flat- 
tened by an earthquake near the 
Great WaU lbat left tens erf thou- • 
sands oS people homeless. China’s 
stdteriin hew agency said 1L4S9 
wwe ihTured and 50 killeA 

bubaM to t&tla ■ 

Fidel Castro’s govennnent 
appealed fora, massive turnout to 
support socialism as. Cubans 
votai in obe-party general ' 
electibflS. 

l^a ’ Miiri rtaeii on torture 

way ferine security service tp go 
on Using, methods that Palestin- 
ian prisonhra explain are tor- 
ture, it rilled Shin Ret could use 

Soto* GkatotiU OH tiUb itlttl* 

ScBiia GafldK launched the elec- 
tion Bthateign fl* her late hus- - 
baM^jwGah^i’s beleaguered 




to.ihe suuthkrn Indian town 
Where hewas murdered. Page 4 
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Three UK cable 
operators In 
venture talks 
with US network 

The UK's three largest cable 
companies are in talks with At 
Home Network, US provider of 
high-speed internet access by 
cable, to establish a service in 
the UK. Cable and Wireless Com- 
munications. NTL and Telewest 
have discussed setting up a joint 
venture company. Page 17 

First Pacific! one of Asia's 
biggest conglomerates, unveiled 
a $2bn asset-disposal programme 
to bolster its balance sheet and 
restore investor confidence, after 
shares plunged 43 per emit in the 
regional crisis. Page 17 

Badkftwtett, one of the largest 
US banks, will shut operations in 
Paris and Fr ankf urt to concen- 
trate on growth in eastern 
Europe, Latin America and Asia. 
It will consolidate its European 
presence in London. Page 18 

Brtthh Sky Broadcasting, the 

S y television company, faces 
ving to provide finance to start 
production of set-top boxes for its 
planned 200-channel digital ser- 
: vice if it is to launch on time in 
the spring. Page 5 

George Soto* called for urgent 
tax reforms in Russia, where his 
companies have Invested about 
$2.5bn. Tax arrears are a leading 
cause of falling tax revenues in 
Russia. Page 2 

Iberia, the Spanish state air 
carrier, reached agreement to 
operate almost a third of the fleet 
owned by its domestic rival Ah' 
Europa. The deal Is likely to be 
questioned by European Union 
Officials. PagaE 

Boeing is to manufacture a new 
100-seat regional jet originally 
riarigtind by McDonnell Douglas. 
The engines are being built by 
Rolls-Royce of the UK and BMW 
of Germany. Page 18 

Lldikls TSB, the UK banking 
group, is expected to sell Black 
Horse Agencies. Its real estate 
arm. following a review of the 
business. Page 18 

Asslcttrazionr Owtehffl, Italy's 
largest insurer, received the 
go-ahead from shareholders to 
issue new Equity and debt to 
finance its L9,700bn ($5.42bn) 
acquisition of an 80 per cent 
stake in AMB. the German insur- 
ance group. Page 18 

Ofl compantos are setting up 
oUtpdsts in Iran, hoping for a 
breakthrough in US-Iranian rela- 
tions. British Petroleum has 
opened a Tehran office and Hoydl 
Dutch-Shell has struck a pact 
with the state oil company. Page 
17; 03 revenue shortfall. Page 9; 
Editorial Comment, Page 16 

sotolilto totoUMtoi plans for 
250m Bengali speakers in Bangla- 
desh and eastern Ihdia had a set- 
back as the AsiaSat 3 satellite 
went astray. Page 4 

Vnwififflln't central bank is 
expected to announce its new 
[ exchange rate far the bolivar 
after pressure on the currency 
last week. Page 3 

WatmotfgfPsi UK prifriet 
fighting a £L88m <US$306m) bid 
from Quebecor of Canada, 
accused it of “ mijmftri erq fandirlg 1 ' 
the UK market Page 18 

Frank Strdbbeb, the Canadian 
entrepreneur, has agreed to buy 
control of Steyr DatiUler PUch. 
the Austrian vehicle manufec- 
turer, from. Creditanstalt in a 
deal which could be worth mare 
than Sch4bn <$aiam). Page 18 

Barite, the Finnish bank 
merging with Nofdbanken of 
Sweden, said it would make an - 
exceptional gain of FMi.24bn 
(5225m) on its 1997 results, follow- 
ing a refund from its group pen- 
sion fond. Page 18 


US and IMF 
send in top 
team to ease 
Asian crisis 

Senior officials fly to Jakarta 
amid fears for regional stability 


By Sander Thoenea In Jakarta 

Senior officials of the US 
government and International 
Monetary Fund will mount an 
emergency effort this week to 
calm economic turmoil, encour- 
age reform and boost political 
stability in Indonesia and other 
south-east Aslan countries. 

Stanley Fischer, the IMF’s first 
deputy managing director, 
reported progress yesterday after 
holding three hours of talks with 
Indonesian officials on the $43bn 
IMF-led rescue package agreed 
last October with President 
Suharto’s government. 

Larry Summers, deputy US 
treasury secretary, is due to 
arrive in Jakarta today, followed 
later in the week by the IMF 
managing director, Michel 
PamriEssns , anrt the US defence 
secretary, William Cohen. 

On the eve of their arrival. 
President Suharto sought to 
counter international concern 
about his commitment to budget- 
ary discipline by announcing 
that 15 major infrastructure 
projects would be delayed or 
reviewed. 

The projects delayed or put 
under review Include eight power 
plants, an airport and an office 
tower. Mr Suharto's relatives and 
friends are involved in several of 
the projects, which he first put 
on hold last September - before 
reviving them, to World Bank 
annoyance. 

One such project is a $l.6bn 
power plant sponsored by Hope- 
well Holdings and one of Mr 
Suharto's daughters. Unocal’s 
5570m geothermal plant, spon- 
sored by a friend of the president, 
is also back on hold, as Is a 
SS^bn refinery In East Java In 
which Stone & Webster Engineer- 
ing of the US was a contractor. 

The US and IMF want the 76- 
year-old president to take urgent 
measures to restructure the econ- 
omy of Indonesia, where the 


Market calm urged as 
HK faces critical week 


By John ttdkflng In Hong Kong 

i Bong Kong’s government urged 
caltn *h«wd of stock market trad- 
ing today amid fears that the cri- 
sis at Peregrine, the securities 
company, and regional economic 
turmoil will shake confidence in 
the territory. 

fkmald TSang, financial secre- 
tary, said investors should be 
‘‘rational" and that the crisis at 
Peregrine did not pose a sys- 
temic risk. Me earlier rejected 
suggestions that Hong Kong 
could be forced to adjust its cur- 
rency peg to the US dollar, the 
tyttcU-ptn of its financial system. 

“Ohce ytra loosen it, it is gone 
forever, like Virginity," he said. 


referring to the sharp devalua- 
tions which have spread across 
the region. 

Mr Tsang’s comments came 
ahead of what could prove a 
critical week for Hong Kong, 
with Friday’s announcement 
that rescue talks at Peregrine 
had collapsed. 

Sources at Peregrine said talks 
started yesterday with the com- 
pany's bankers, which include 
HSBC and First Chicago, and 
that liquidation procedures 
could start as soon as today. 
However, the group said talks 

Continued on Page 16 
Crisis of confidence. Page 14 
Braced for fall-out. Page 19 
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rupiah has collapsed and private 
companies hold $ 80 bn tn foreign 
currency debt, most of it 
short-term and unhedged. 

An Indonesian brokerage, 
Pentasena Securities, estimated 
last week that only 22 of the 282 
companies listed on the Jakarta 
stock exchange were financially 
viable, “it is one minute to 12,” 
said Cees de Koning, a Jakarta- 
based analyst at ABN Amro, 
calculating that So 9 bn of the 
country’s corporate foreign debt 
would fall due this year. 

However the IMF’s Stanley 
Fischer, without giving details, 
said: "We are making progress. 
This is only the beginning. We 
are discussing the entire reform 
programme and how to move 
ahead with it.” 

In a sign that Indonesia's crisis 
could have wide-ranging political 
repercussions, apposition activist 
Megawati Sukarnoputri declared 
on Saturday that she wanted to 
replace Mr Suharto as president ! 
after his term ends in March. 

“Will we continue to let the 
nation be directed and guided by 
a small dynasty of greedy rulers 
who alone will benefit from the 
great assets of our country?" Ms 
Megawati asked 1,000 cheering 
supporters in her garden. 

Riots engulfed Jakarta last 
year when Mr Suharto engi- 
neered Ms Megawati's removal as 
leader of the' Democratic Party, 
smallest party in the legislature. 

The US government is under- 
lining Its concern at the implica- 
tions of the Asian crisis by send- 
ing experts from the State 
Department, National Security 
Council and Pentagon as well as 
the Treasury to the region. 

IMF takes aim. Page 4 

End of Asian miracle, Page 6 
Lex, Page 16 
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A car dodges fallen trees and power lines in Watertown, New York state, at the weekend following a vast 
ice storm which forced President Bill Clinton to declare a federal state of emergency for a five-county 
area of the state. The storm system caused floods across the US south and spread thick ice across the 
north east and the eastern third of Canada, where 11 deaths had been blamed on the storm. man: ap 

French stock market may 
opt for public listing by 1999 

SBF flotation would help meet rising computer costs 


By Andrew Jack in Paris 

The French stock exchange is 
considering selling shares to out- 
side investors and seeking a flo- 
tation in a move that could take 
place as soon as 1999. 

Executives at the Society des 
Bourses Franchises (SBF) In 
Paris are in the early stages of 
discussions about the possible 
reform at a time of growing 
competition between European 
exchanges. 

A stock market listing would 
allow the organisation to raise 
additional money to meet the 
ever-expanding funding require- 
ments for investment in com- 
puter technology. 

SBF officials considering the 
action also argue that a listing 
would give executives and 
employees at the organisation 
the possibility of receiving 
performance-related pay in the 


form of stock options. A period of 
intense restructuring Is taking 
place at the SBF, which at the 
end of last year concluded a 
"takeover” of the Matif. the 
French derivatives market. 
Options, futures, commodities 
and cash markets are all now 
controlled by the same entity. 

The SBF is in talks with 
Germany’s combined cash and 
derivatives mar kets in Frankfurt 
about closer links. These are 
likely to Involve the development 
of joint products and more 
tightly integrated trading and 
settlement systems during the 
coming months. 

The SBF would not be the first 
stock exchange to undertake 
such reforms. The Stockholm 
exchange privatised and incorpo- 
rated in 1993. although it is not 
listed. 

Members of the Australian 
stock exchange voted for a 


demutualisation in late 1996 and 
the Amsterdam stock exchange 
has been quoted since last year. 

In the UK. the treasury select 
committee of parliament con- 
cluded last March that the Lon- 
don Stock Exchange could be 
incorporated, although its 
findings were met with scepti- 
cism as a "diversion” by execu- 
tives at the time. 

The officials of some 
exchanges, as well as others 
within the securities industry, 
have raised concerns about the 
implications for the conduct of 
regulation of the stock markets 
by a privately held - and possi- 
bly monopolistic - company. 

In France, however, the 
Commission des Operations de 
Bourse and the recently created 
Conseil des Marches Financiers, 
the two stock market watchdogs, 
are already independent of the 
SBF. 


TELEFONICA DE ESPAftA, S.A. 


The Board of Directors ofTele(6nica de Espana, S A. at its 
meeting held on December 17*, 1997, adopted the 
following resolution: 

lo distribute an interim dividend for the fiscal year 1997 
to Telefonica shares that will be the following amount for 
each of the shares indicated below: 


51 


ESIN Co de 
ESDI 784300 I 5 


I a! 939.470.820 


Gross amount Net amount 


40.00 30.00 


This payment will be carried out from January 19*, 1998 
onwards through the following entitles: Banco Bilbao 
Vizcaya, S A, Banco Exterior de Espana, S A and Caja de 
Ahorros y Pensiones de Barcelona “La Caixa”. In order to 
receive this payment the corresponding Certificate of 
Ownership, issued by the Clearing and Settlement Service 
(B Servido de Compensacibn y Liquidadbn de Valores, 
S A) must be presented. 

Madrid, december 18*, 1997 

CORPORATE FINANCE DIVISION 


Ss Telefonica 
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Santer warns on commissioner’s role 


By Lionel Barber in Brussels 

A surprise decision . by the 
European Commission's top mone- 
tary official to run for political 
office In France is rapidly turning 
into a test of authority of Jacques 
Santer, Commission president. 

Mr Santer has warned Yves-Thi- 
bault de Silguy that he will have to 
choose between his present job 
overseeing the single currency and 
future office in his native Brittany 
- assuming his candidacy in local 
French elections in March proves 
successful 

But Mr de Silguy is turning a 
deaf ear and President Jacques 
Chirac has intervened on his 
behalf. Mr Chirac apparently views 


the commissioner as crucial to his 
Gaullist party holding Brittany in 
the 2002 presidential election. 

Mr de Silguy's ambitions present 
a dilemma for the Commission as it 
struggles to redefine its role after 
the activist era of Jacques Delors. 
former president Commission vet- 
erans are determined to defend the 
tradition that EU commissioners, 
now numbering 20, are indepen- 
dent actors standing above the 
national political fray, even though 
they are originally appointed by 
national governments. 

But newcomers such as Mr de 
Silguy, 49, a former adviser to 
Gaullist prime ministers, argue 
that a local political career can 
counter criticism that the Commis- 


sion Is a remote bureaucracy. "I 
can defend Europe on the ground,” 
said Mr de Silguy in an interview 
last week, "in my opinion there is 
no incompatibility with the 
treaty”. 

The English text of Article 157, 
paragraph two, of the Maastricht 
treaty says: "The Members of the 
Commission may not, during their 
term in office, engage in any other 
occupation, whether gainful or 
not." But the French version is less 
categorical, stating merely that 
members of the Commission are 
not allowed to engage in “any pro- 
fessional activity”. 

Mr de Silguy noted that Edith 
Cresson, his fellow French commis- 
sioner. served as mayor of the 


small town of Chatellerault and 
sought re-election in 1995 after Mr 
Santer took office. Mrs Cresson 
stepped down only late last year. 

He added that, unlike Germany's 
powerful regions or Under. 
France's regional councils handle 
strictly local issues such as road 
works, high schools, culture and 
jobs programmes. Brittany's 
annual budget was only FFr3bn 
($500m) - less than 2 per cent of 
the EU budget - and he could han- 
dle his duties at weekends. 

Commission officials say Mr de 
Silguy's ambitions raises potential 
cxraflicts of interest. 

First if Mr de Silguy is chosen as 
a candidate for Brittany’s regional 
council, he would be obliged to 


campaign, between mid-F eb ruary 
and mid-March. - a busy period 
when the Cammissiasi is preparing 
its recommendations on which 
countries qualify for econ omi c and 
monetary union (Emu). 

Secondly, if he loses the regional 
election, he risks weakening his 
authority as a commissioner. If he 
wins and is subsequently asked to 
resign his Brussels job against his 
will, he risks hurting his career in 
France. 

Finally, Mr de Silguy's candidacy 
runs counter to the leftwing 
French government’s efforts to 
abolish the tradition of “dual man- 
dates", whereby politicians can 
hold national office and local may- 
oralties. 


US eases 
path to 
links 
with Iran 


By Nicholas Timmins, Bruce 
Clark and Nancy Dunn 
in Washington 

Sandy Berger, President Bill 
Clinton's national security 
adviser, yesterday re-opened 
the door to direct contacts 
between the US and Iran, 
but with extreme caution. 

In the US administration’s 
first formal response to a 
television interview given by 
Mohammad Khatami last 
week, Mr Berger described 
the Iranian president’s state- 
ments as “positive develop- 
ments”. This new tone “is 
so mething we welcome”, he 
said. “We would like to have 
a better relationship with 
Iran.” But he said there were 
impediments to that rela- 
tionship. These included 
conduct by Iran which 
threatened both the region 
and the larger world - “sup- 
port for terrorism, violent 
opposition to the Middle 
East peace process, develop- 
ment of weapons of mass 
destruction". 

The way forward, he 
suggested, was a direct dia- 
logue with the government 
of Iran in which all issues 
were put on the table with- 
out pre-conditions. The US, 
for example, would be will- 
ing to discuss releasing 
Iran's frozen assets and eas- 
ing restrictions on its citi- 
zens entering the US. 

But he warned that, in the 
months since President Kha- 
tami had taken office, there 
had yet to be a significant 
change as opposed to rheto- 
ric in Iran's behaviour. 
“There's obviously a con- 
tested vision of the future of 
Iran. There’s been more 
change, I think, in Iran's 
internal behaviour and its 
degree of tolerance than 
there has been in its exter- 
nal behaviour.” 

His comments ram p as the 
US administration ponders 
whether to impose sanctions 
on Iran’s trading partners. 
Supporters of action want 
sanctions against Total of 
France, Gazprom of Russia 
and Petronas of Malaysia 
over a gas contract signed 
with Iran and against Rus- 
sian aerospace companies 
which have allegedly helped 
Iran build ballistic missiles. 
Iran admits problem. Page 
3; Editorial comment Page 
15; Oil companies eye open- 
ings, Page 17 
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A huge mining project is opening 
political rifts in Germany 


I t would tfliro the giant 
excavators until the mid- 
dle of next century to rip 
a 43 sq km chunk out of 
north-west Germany to a 
depth of 200m. It would take 
seven decades for the hole 
left by the open-cast mine to 
flood and form the country’s 
second largest lake. But this 
enormous project is already 
leaving political scars. 

The controversial plans 
now being approved for a 
massive extension of the 
Garzweiler brown coal or lig- 
nite mine in North Rhine- 
Westphalia could tear apart 
the state's governing coali- 
tion of Greens and Social 
Democrats this week. 

At best, the culmination of 
a long-festering row between 
environmentalists and the 
SPD will leave a polluting 
cloud over relations between 
the two parties - which at 
national level are aspiring to 
form a “red-green” coalition 
after the general election on 
September 27. 

North Rhine- Westphalia's 
Greens gather next Saturday 
in Jflchen, on the edge of 
existing Garzweiler 
operations, to decide 
whether to quit the govern- 
ment and pave the way for 
early state elections. 

“It is a crucial dispute 
over energy and economic 
policy." says Barbel Hfihn, a 
Green and the state’s envi- 
ronment minister. "Gar- 
zweiler H would commit not 
only North Rhine-West- 
phalia but the whole . of Ger- 
many to an energy policy of 
the past - a traditional pol- 
icy supporting brown coal - 
for another 50 years." 

The row has highlighted 


the incompatibility of the 
Gree ns' p rogramme with the 
local SFD's industrial policy, 
which combines trade 
unions, business and govern- 
ment around a state econ- 
omy focosed largely on 
energy production and coal 
in particular. The strategic 
significance of the debate 
goes beyond the state bor- 
ders. Brown coal generates a 
third of Germany's electric- 
ity - and most comes from 
North Rhine-Westpbalia. 

“Continuing electricity 
production from brown coal 
in the Rhine region is for us 
a economic and political 
necessity that makes us a 
step more independent from 
the price, exchange rate and 
riskiness of the world mar- 
ket,” says Wolfgang Clem- 
ent, state economics minis- 
ter. It would also secure 
50,000 jobs. 

But the SPD is no longer 
negotiating from a position 
of strength. Johannes Rau, 
North Rhine-Westphalia's 
veteran SPD prime minister, 
had an absolute majority for 
15 years until elections in 
the summer of 1995 when he 
was forced into coalition 
with the Greens. 

Environmentalists are 
alarmed at Garzweiler XT's 
impact on the volume of C02 
emissions - brown coal is 
regarded as a particularly 
dirty coal - as well as the 
impact on local nature pro- 
tection zones. Disruption of 
water levels will extend into 
Holland. Greens also want a 
focus on renewable energy 
sources and energy saving. 
The DM20bn ($libn) planned 
investment by RWE, the 
energy conglomerate, as part 






Giant earthmovmg equipment at the Garzweiler I open-cast mine 


of the Garzweiler project in 
upgrading power stations “is 
investment in the wrong 
technology”, says Mrs Hahn. 

Saturday’s Green confer- 
ence was called after an out- 
line plan for Garzweiler Q 
was approved in December. 
Mr s Hfihn says maintaining 
the coalition “is possible and 
sensible” because the 
approvals process is not yet 
completed. Using her powers 
as environment minis ter she 
has drawn up a “five-point 
programme” aimed at block- 
ing the scheme if possible 
during the approval process 
required by federal laws on 
water supplies. 

Even so it is far from dear 
if Mrs Htfbn - regarded as a 
leftwinger within her party’s 
ranks - can win the day. 
Some Green MPs in North 
Rhine-Westphalia’s parlia- 
ment dismiss her hopes of 
blocking Garzweiler n under 


the approvals process as 
wishful thinking. 

The internal Green debate 
raises questions about the 
party’s eagerness for office. 
“Red-green” in North Rhine 
Westphalia has proved a dis- 
appointment to many of its 
members. 

Many so-called Green 
“realos” would like to quit 
the state government; even 
if they are resigned to Gar- 
zweiler II they have prob- 
lems with the state's plans 
for promoting Dfisseldarf air- 
port or Its transport policy. 

On the SPD’s side, the row 
is not only a threat to Mr 
Rau and Mr Clement in 
North Rhine-Westphalla. It 
is also a bad omen for Ger- 
hard Schrader, Social Demo- 
cratic prime minister of 
neighbouring Lower Saxony 
and possible candidate for 
chancellor in September's 
federal elections, who also 


casts himself as a pro-busi- 
ness Social Democrat 

Many Greens would rather 
be in government with the 
more traditionalist wing of 
the SPD led by Oskar Lafon- 
taine, Saarland's prime min- 
ister and the alternative to 
Mr Schrdder as the SPD’s 
chancellor candidate. Mr 
Lafontaine - although less 
elect orally popular than Mr 
Schroder - is regarded by 
Greens as more likely to 
embrace higher taxes on 
energy use. 

“North Rhin e-Westphalia 
is a test case for Bonn,” says 
Mrs HOhn. “But if we had a 
red-green coalition in Bonn 
which agreed on ecological 
tax reforms, that would have 
an Impact on North Rhine- 
Westphalia. If CO. emissions 
were taxed. Garzweiler H 
would no longer pay.” 

Ralph Atkins 


EU may question 
Iberia-Europa deal 


Dutch deny threat 
on Italy and Emu 


Iberia, Spam’s state-owned carrier, 
has reached agreement to operate 
almost a third of the fleet owned by 
Air Europa, its main domestic rival, 
Tom Burns reports from Madrid. 
The surprise association between the 
two airlines was a response to for- 
eign competition and is likely to be 
questioned by European Union offi- 
cials. 

The deal involves a franchising 
agreement between the two airlines 
that will allow Iberia to take over 11 
of Air Europa’s 34 aircraft, together 
with their crews, and the slots that 
the rival carrier operates out of 
Spanish airports for domestic, Euro- 
pean and long haul flights. 

Angel Mullor, Iberia's general 
manager, said the agreement aim pd 
to hold at bay “European predators” 
who were making inroads on the 
domestic market. He cited British 
Airways, which had increased its 


business between Spain and Europe 
by 12.49 per cent between January 
and October last year. 

The two companies said the judi- 
cial framework of the deal, together 
with the necessary official approv- 
als. would be worked out “in the 
coining months”. Mr Mullor stressed 
it was a “commercial agreement” 
that did not envisage either a 
merger or a cross share arrange- 
ment. 

Air Europa. a private company 
linked to a Spanish travel and lei- 
sure group, has spent the past three 
years pioneering competition in the 
national carrier's home turf follow- 
ing the deregulation of the airline 
sector. 

Juan Sanz, Air Europa 's general 
manager, said his company's 12 
month profits in October last year 
had slipped to Pta 1.2b n ($7.8m) from 
Ptal.6bn in October 1996. 


Italian efforts to join the first wave 
of countries In European monetary 
union have provoked new tensions 
among EU states, write Paul Betts in 
Milan and Gordon Cramb in Amster- 
dam. The Netherlands was yester- 
day obliged to deny tbat it was 
threatening to pull out of (he single 
currency project if Italy was 
included in the initial group. 

Wim Kok, the prime minister, last 
night described as totally 
unfounded a report in the German 
magazine Der Spiegel that his gov- 
ernment was considering remaining 
outside Emu if an EU summit on 
May 2 approved Italy's inclusion. 

But he offered no specific endorse- 
ment of the Italian bid and officials 
in The Hague would say only that 
the Dutch had not changed position 
on the issue. This meant that eligi- 
bility would be determined at tbe 
May meeting on the basis of last 


year's economic performance. 

The office of Romano Prodl, 
Italy's prime minister, said Italy’s 
case was backed by its economic fig- 
ures with a government deficit to 
gross domestic product ratio of less 
than 3 per cent last year. 

A Dutch withdrawal would be 
viewed as extremely unlikely unless 
Germany, the Netherlands' biggest 
trading partner, also stayed out. 

Der Spiegel based Its conclusions 
in part on comments attributed to 
Frits Bolkestein, parliamentary 
leader of the WD, one of three par- 
ties in the centre-left Dutch coali- 
tion. 

The Italian government has been 
increasingly euphoric recently over 
meeting the Emu requirements, a 
view shared by the financial mar- 
kets which have sent Italian shares 
to all-time highs and government 
bond yields to record lows. 


Soros urges Russia to reform taxation 


By Victoria Griffith In Boston 

George Soros, the billionaire 
financier whose companies 
have invested around £L5bn 
in Russia, probably more 
than any other individual or 
institution, sounded alarm 
bells about the country at 
the weekend. 

Speaking at a Harvard 
University conference he 
said- “The $5bn or so that 
Russia lias to sell In equities 
in 1998 may keep the wolf 
from the door, but not for 
long, especially with spill- 
over from the Asian crisis.” 

Mr Soros called for urgent 


tax reforms at the confer- 
ence only days after Mikhail 
Motorin, Russia's deputy 
finance minister in charge of 
tax reform, said the code 
would not be implemented 
in full until 1999 as It needed 
farther amendments. 

Tax arrears are now a 
major cause of falling federal 
tax revenues In Russia. 
There are now 250 enter- 
prises in the country that 
each owe more than $17m in 
taxes, accord i ng to Marcelo 
Seiowsky, chief economist 
for Europe and Central Asia 
at the World Bank. Those 
debts alone total at least 


S4bn. or 1 per cent of GDP. 
At the same time, the fiscal 
deficit is ballooning. In 1997, 
government expenditure 
amounted to 1SJ per cent of 
GDP while tax revenue was 
just 10.8 per cent. 

US officials are concerned 
about the growing practice 
of paying taxes by barter, 
rather than cash. Nearly 16 
per cent of tax collections 
are now remitted in barter 
farm, according the Interna- 
tional Monetary Fund 

"It is critical to end the 
practice of permitting non- 
monetary tax payments," 
said Stanley Fischer, deputy 


managing director at the 
Fund. Fischer, who was 
scheduled to speak at the 
Russia conference but was 
tied up with the negotiations 
in Indonesia, delivered his 
remarks by proxy. 

However, Russia's Minis- 
ter of Economics. Yakov 
Urinson also speaking at the 
conference, pointed to the 
progress his country has 
made In putting its economic 
house in order. In 1997, it 
posted the first growth in its 
GDP - albeit slight, at 0.4 
per cent, since the fall of the 
communist regime. 

Last Thursday, the IMF 


gave Russia a vote of confi- 
dence by disbursing a previ- 
ously delayed $7m tranche of 
its extended fund facility. 
However. Mr Urinson 
lamented the low rate of for- 
eign direct investment, 
which is just a fraction of 
the money going into China. 

This is unlikely to pick up 
without meaningful fiscal 
reform. “Last year, the coun- 
try pulled through at the lar- 
gesse of the international 
financial markets,” said Mr 
Soros. "With the crisis in 
Asia, tbat music has 
stopped, and Russia is under 
pressure." 


TH 


NEW 


l»’s tilt oiostadA ; aacojd>S«ttvv'are the vv'of I U. 

' * ; if - 





tv v ' v e. !•> rowg h ink r i < l 

resources help ' yo frtibve lop it. 


Financial Times Management 
is a new business created to help 
people and organisations 
worldwide foster the knowledge , 
skills and understanding they 
need to achieve their individual 
and corporate ambitions . 


NEWS DIGEST . — V 


Papal threat 
over Cuba visit 

The Vatican threatened to cancel Pope John Paul ITs . 
historic visit to Cuba later this month after ^electronic 
bugging device was discovered in a room where the Pope 
was expected to rest during his torn:, the Vatican 
yesterday refused to comment on the incident reported on 
Saturday by El Pals, the Spanish daily newspaper. But 
there was unofficial confirmation, in Romethat a 
KGB-style bugging device had been foundin October and ' 
that the Holy See had considered cancelling, the first 
papal visit to Cuba from January 21 to January 25. The ' 
Cuban authorities fold tbe Vatican the device was a relic 
of the Battista regime which was overthrown by 
President Fidel Castro's revolution more. item. 38 years , 
ago. ‘ 

President Castro’s decision to revive the Christmas . 
festivities this year for the first time in.Cuba since 1968 
was also seen as a goodwill gesture to prevent the risk of 
the visit befog cancelled. The Cuban authorities have also 
agreed to the television broadcasting of the Pope’s -masses 
and guaranteed freedom of movement for the thousands 
of people expected during his visit 

The Pope’s tour has been a high-risk affair for President 
Castro. It is seen as an opportunity for him to enhance bis 
int ernational standing and reduce his country’s economic 
and political isolation. But the visit of the Polish Pope 
who played a role in tbe collapse of communism is also 
likely to put further pressure on one of the last bastions 
of old-style communism. Paul Betts, -Milan 

■ ISRAEL-IRAN 

Inter-faith talks sought 

Several prominent Israeli rabbis have forged Indirect 
contacts with Iranian Moslem clerics in recent months in 
an attempt to launch a dialogue between spiritual leaders 
from the two enany states, an Israeli rabbi said 
yesterday. 

Rabbi Menachem F roman, an activist for JewishJslamic 
religious dialogue, said the rabbis were trying to pave the 
way for an inter-faith meeting, perhaps oh Iranian soil, 
and one Moslem cleric had already expressed interest. 

“We believe it is possible to conduct a dialogue along 
religious lines and thereby bypass [Iran’s] objection to 
meeting with delegates of the state of Israel, "be 

said. 

Benjamin Netanyahu. Israeli prime minister, dwitari the 
Israeli government had authorised the rabbis to contact 
the Iranians. Rabbi Froroan said a dialogue with Iran 
could only be secured if the Israeli government was not 
involved. Rabbi Froman, a settler from the occupied West 
Bank, has met many Islamic spiritual leaders and is 
regularly reported in the Palestinian media. Recently he 
met Sheikh Ahmed Yassin, the founder of Hamas, the 
Islamic resistance movement, after his release from an 
Israeli prison last October. Aui MachUs, Jerusalem 

■ COSTARICA 

Intel boost for exports 

Exports by Intel, the US microprocessor manufacturer, 
from its assembly plant in Costa Rica are expected to be 
worth 6700m this year, producing more Income than tbe 
country's traditional products such as bananas and coffee, 
Costa Rican president Jos6 Maria Figueres said. ... 

The president, who was inaugurating construction at 
the weekend of a second Intel plant near San Jos6, said 
the company's exports this year would equal 90 per cent 
of the nnrmal income from Costa Rica's tourist industry, 
the most important earner of foreign currency. “It is a 
true revolution in the concept of the national added value 
that we can give to exports,” said Mr Figueres. Intel is 
expected to begin exporting production from its first 
Costa Rican plant in March. The company is investing 
between 6300m and $500m in Costa Rica and. exports are 
expected to reach 63bn annually when the second plant 
goes into fbll operation in 1999. James Wilson, Panama 

M AUSTRIAN SOCIAL DEMOCRATS 


Call for action on jobs 

Austria’s ruling Social Democratic party yesterday 
concluded a three-day conference in Salzburg with a call 
for structural labour market changes and macroeconomic 
policies in the European Union to combat unemployment 
Chancellor Viktor Kiima the party said he 

would make employment his priority this year. In July . 
Austria will take over the six-month rotating EU 
presidency and is expected to promote European policies 
to enhance full unemployment 
Mr Khma also called for EU harmonisation of tax issues 
and rejected calls for a big cut In non-wage costs to 
employers as a means to create jobs. The Social 
Democrats also signalled they would not support an 
Austrian application to join Nato, as their coalition 
partner, the People's party, was urging. Brie Frey, Vienna 

■ SLOVAK CABINET 


Finance minister replaced 

Miroslav Maxon, head of the Slovak parliament's budget 
committee, is to replace Sergej KozJSk as finance minister 
next week, it was announced late last week. 

Mr Kozlik who has had a loyal if sometimes strained 
relationship with Prime Minister Vladimir Meciar, is to 
step down to concentrate more on his roles as deputy 
prime minister responsible for co-ordinating the economic 
ministries and deputy chairman of the ruling Movement 
for a Democratic Slovakia (HZDS) ahead of parliamentary 
elections due this autumn. 

Mr Meciar has said the appointment of Mr Maxim, a 
former co-operative farm chairman and member of the 
tiny New Agrarian party on the HZDS electoral list, 
would be the last change in his government before the 
elections. Recent polls have shown that tbe opposition 
Slovak Democratic Coalition has opened up a 
doublefigure lead over Mr Meriaris party. Slovak < 

newspapers reported on Friday that Mr Meciar was 
considering forming a new Civic Understanding party to 
contest the elections. Robert Anderson, Prague 

■ CHINA EARTHQUAKE 

Thousands left homeless . 

An earthquake flattened villages near China’s Great Wall 
yesterday, killing 47 people and leaving tens of thousands 
homeless, China’s state-run media reported. The . . 
earthquake, measured at 6.2, toppled hundreds o£ houses 
- many of them built of mud and brick - across the.Yan 
Mountains. Rescuers found the town of Zhangbei 
devastated and 20,000 famili es without homes, the Xinhua 
news agency said. AP. Basing 


MANAGEMENT 

KNOWLEDGE SKILLS UNDERSTANDING 

128 Loo* Acre, London WC2E MM, UK. Tel: +44 (0)in 447 2000 tax +44 (0)171240 5771 

Visit our web site: www.ftmanagement.com 

Incorporating: The Open College, HDL Training & Development. 
Training Direct and Financial Times Pitman Publishing. 




F— . « , - . 

i “JV. • . 

- 

'--J..-,. 

Sx ' - 

.IS ' : 

V' v -. v- 






















J ^u 




ISF^l 


MONDAY JANUARY 12 am 


U*e^ i 


NEWS: INTERNATIONAL 


^IPop,. "’I 
k l "Uf T? Vc W!?V 


Asian tiger economies lose out to former communists in world rankings j Xf £|f| pFOl)!©!?? 

picks up in east Europe as 0 ii revenues fall 
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By Richard Adams, 
Economies Staff 
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The former communist 
countries of Europe and Asia 
will replace the tiger econo- 
mies of south-east Asia os 
the u orM’s growth hot spots, 
according to a report pub- 
lished today. 

The Economist Intelli- 
gence Unit’s forecast of 

global political and economic 
trends* predicts world 
growth will be 2.7 per cent 
during 1998. 

Asia will be the slowest 
region of the world, with 2.4 
.per cent annual growth - 
half the growth the region 
experienced in 1996. 

The formerly communist 
.“transition economies'* will 
expand by 4.1 per cent, com- 


pared with growth of 2.3 per 
cent last year and just 0.1 
per coot in 1996. The EfU 
says GDP m those countries 
will accelerate at their fast- 
est since the end of commu- 
nism. 

Former Eastern bloc coun- 
tries provide six of the top 20 
growth rates forecast for 
1998. Bosnia tops the world 
growth league, with output 
expected to expand by 35 per 
cent. It is followed by 
Albania (12 per cent) and 
Georgia (10 per cent). 

Asia provides three of the 
20 slowest growing countries 
in the world, with Thailand. 
Japan and South Korea an 
suffering from the region's 
finan cial crisis. 

“Although the evidence is 
not conclusive, previous cur- 


rency crises suggest that the 
impact could be quite 
severe," the report says. But 
some Asian countries will 
continue to grow quickly. 
The ElU expects China, 
Burma, Vietnam and Taiwan 
to enjoy annual expansion of 
6 per cent or higher. 

Indonesia is expected to 
record its slowest rate of 
growth for a decade. “Slower 
overall growth will expose 
further weaknesses in the 
banking and property sec- 
tors. Weak external demand 
and shortages of working 
capital will hamper an 
export led recovery." 

The slowdown in overall 
world growth - to 2.7 per 
cent from 3.1 per cent in 1996 
and 1997 - will be caused by 
slower output in North 


America as well as Asia. US 
growth is forecast to reach 
2.4 per cent this year, com- 
pared with 3.7 per cent Last 
year, with worries of a stock 
market crash and falling pro- 
ductivity. 

Slower global growth will 
bring lower inflation: 4.3 per 
cent in 199S. 0.8 percentage 
points lower than 1H97. 

The worst-performing 
economy Is expected to be 
the former Soviet republic of 
Turkmenistan, whose econ- 
omy may shrink by 2 per 
cent after a dramatic fall in 
gas exports to Russia. 

* World Outlook /9SW. The 
Economist Intelligntce Unit, 
15 Regent Street, London 
SW1Y 4LR, UK. *41 171 S30 
WOOL Website: urwtc.eiu.com. 
Indonesian delays. Page 4 
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Caracas set to quash devaluation fears 


By Raymond Cofttt In Caracas 


- Cia]Q?iu . 


Venezuela's central bank is this 
-week expected to announce Its new 
exchange rate for the bolivar fallow- 
ing pressure on the currency last 
week. •••■-• 

The reference, or target, rate,' 
■which forms- the basis for central 
bank intervention within a band. 


will be set at 504 bolivars to the US 
dollar and allowed to depreciate in 
line with this year’s official 20 per 
cent inflation target, a central bank 
official said yesterday. 

The uew rate is to counteract 
widespread expectations or an accel- 
erated depreciation and rumours nf a 
devaluation of the bolivar this year. 
"We will continue to use our 


reserves in defence of the bolivar.” 
said Domingo Maza Zuvula. a direc- 
tor at the central bonk. 

The central bank drew heavily on 
reserves last week to defend the boli- 
var, which depreciated from around 
500 bolivars to the dollar in early 
December to 306 bolivars by Friday. 

Reserves dropped from $18. 67 bn on 
December 26 to $l7.78bn. or 17 


months worth of imports, last week. 
Demand for dollars soared after the 
stock market plunged 12.5 per cent 
lost week. Investors are concerned 
about a possible budget deficit aris- 
ing from a drop in oil prices and in 
response to the Asian crisis. 

Venezuela’s oil basket price Is now 
62.23 below' the $15.50 per barrel used 
to calculate the 199S budget. 


Lower than expected oil 
revenues have forced the Ira- 
nian government to ask the 
Majlis '.parliament) to 
amend this year’s budget to 
cover an estimated IRS.OOQbn 
deficit in the general budget 
up to March 20. 

The predicted revenue 
shortfall amounts to 
between $2bn and $4.5bn. 
depending on which 
exchange rate is used. Previ- 
ous ministerial statements 
had put the deficit at twice 
the amount given to parlia- 
ment yesterday. 

Senior western diplomats 
said this was the first time 
in eight years the govern- 
ment had been forced to 
admit it had a problem. 

However, the acknowl- 
edged deficit applies to only 
40 per cent of the budget, 
which receives most of the 
oil revenues but covers only 
ministries’ current expendi- 
ture. 

The second and larger part 
of the budget applies to state 
banks and industries, which 
are notorious lassmakers 
and where previous annua] 
deficits have been covered 
by printing money. 

The scale of this year's 



Khatami : doubled duties to belp domestic industry cm 


budget deficit is attributed 
to a fall in oil revenues, 
which comprise 80 per cent 
of hard currency earnings. 

The 1997-9S budget was 
based on an average price of 
SI 7.50 per barrel, with total 
projected receipts of S17.7bn 
for oil and oil products. 
Iran’s average crude produc- 
tion last year was 3.6m bar- 
rels a day tb-'d.j 

However receipts for the 
first eight months of the cur- 
rent Iranian year to Novem- 
ber amounted to only $iobn, 
according to Majeed Abbas- 
poor. industrial affairs 
adviser to President Moham- 


mad Khatami. By January 
Iran heavy crude was trad- 
ing in Europe at Sl-i.50. its 
lowest for nearly two years. 

President Khatami's cabi- 
net has already taken some 
measures for which it does 
not need parliament's 
approval. These include 
more than doubling commer- 
cial duties to 10 per cent on 
all imports bar basic com- 
modities and raw materials 
for pharmaceuticals. These 
duties are officially known 
as “commercial benefits" 
because increasing them is 
seen as helping Iran’s 
domestic industries. 
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OECD bid to 
allay fears on 
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By Layla Boulton, 
EnvironmentCorrespondent 
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industrialised -nations will 
this week seek to dispel 
environmentalists*' worries 
that new rules intended to 
facilitate- foreign investment 
could threaten tbe : environ- 
ment - . .. 

A proposed .Multilateral 
Agreement on . Investment 
was originally conceived to 
remove obstacles to foreign 
investors within the 29 coun- 
tries of- the Paris-based 
Organisation for Economic 
Co-operation and Develop- 
ment. ... • ' ■■■'•: ■ 

• The. accord tetikely tapro- 
vide only n small boost for 
investors, but it has sparked 
fierce protests by ehvirbn- 
mentalist grcM|»i .. 

"As companies :gain better 
access to ipariets they 
should also be given more 
responsibUities.” .. argued 
.Nick Mabey, an economist 
for the UK arm of the World- 
wide Fund for Nature. • 

Envircuunentalist . groups 
such as- WWF: have raised 
fears .that the accord could 
allow companies to sie.gov- 
Mnmenfo. for Introducing 
environmental , or social leg- 
islation that might _ curb 
their, foreign investments. . 

.. cla im 

their! wearies are borne , out 
by. the North .American Free 
Trade Agreement. WWF says 
:.for Instance Ethyl Cor- 
paratbm <£ the US is im jij g 
Lpcorisicms in the Nafta 
accord -fo sue the Canadian 
' govartuhenf for hanning as 
toxic a petrel additive pro- 
: duped by the .company.. . . *; 


Almost since negotiations 
started 2V* years ago, the 
draft OECD Investment 
accord has stated that coun- 
tries should not sacrifice 
environmental protection to 
attract investors. 

But in response to lobby- 
ing by environmentalists in 
the past six months, OECD 
officials say governments 
wifi consider additional 
“green 1 * provisions when 
negotiations on the treaty, 
resume In Paris this 
week. 

These include a proposal 
that governments should be . 
- allowed to -taka any mea- 
. sores needed to- protect- the 
environment as long as they 
do not discriminate against 
foreign investors. 

. Another Idea is to suggest 
that any . expropriation made 
by governments on environ- 
mental grounds should not 
give rise to demands for 

co mpens ation. 

WWF says that without 
this change French, water 
companies could in theory 
sue the British government 
for. restricting water abstrac- 
tion' licences held .by. their 
UK subsidiaries. . 

However. Steven Bate, 
head of the OECD’s business 
and industry advisory com- 
mittee. .said such a measure 
-could only, increase uncer- 
tainties for investors. 

With some countries, 
Including Britain, deter- 
mined to ensure that the 
deal does not impede sus- 
tainable development, the 
accord could end up doing 
more for the' environment 
than investment. 
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Peterborough is the fastest-growing city in 
the country’s fastest-growing region; and it's still 
open for business, still attracting new companies 
in all business sectors. 

CNT, England's largest owner of development 


v : t + 


land, can give you access to this strategic location. 

Many pnstigious cumpttny heaJ*[uarUT\ mduMne Fbirl 

At the centre of an extensive network of road, 



rail, air and sea communications, Peterborough 
is one of the best-connected business centres 
in Europe. 

The historic Norman cathedral is now at 
the heart of virtually a new city: the result of a 
dynamic approach to planning and design, 
and over £1 billion of investment. This has led 
to numerous new employment areas and an 
established business infrastructure. 

A wide range of prime development sites 
and a selection of modem office and industrial 
premises are readily available. 

Talk to CNT. We're ready to help you find 
business success here in Peterborough. 
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!WS: ASIA-PACIFIC 


Exiled Wei plans to press China on human 


By Our Interna tional Staff 


W ei Jingsheng, the father of 
China's modern democracy 
movement, is determined not 
to repeat the mistakes other Chinese 
exiles have made. 

Dissidents have often lost their way 
after leaving the motherland. In the 
west, some have spent and consumed 
extravagantly. Others have grown 
haughty and remote. Many appear to 
reserve their most 1 vitriolic criticisms 
not for the Communist party in Beijing 
but for their fellow dissidents in exile. 

Mr Wet who was allowed to leave 
China in November after nearly 18 


years in jail, and who made his first 
visit to London last week, is deter- 
mined to avoid the pitfalls which have 
sullied the reputations of some compa- 
triots. He hopes also for immunity from 
the creeping disenchantment with the 
west that has afflicted some dissidents, 
most notably Alexander Solzhenitsyn, 
who grew weary of life In the US fol- 
lowing his expulsion from the Soviet 
Union in 1974. 

“Many dissidents are disappointed 
with the west because they have unre- 
alistic expectations,'’ said Mr Wei last 
week. “But I know the west is not 
ideal. I know it is not an ‘out-of-this- 
world peach garden’." 


Mr Wei, 47, was first Imprisoned in 
1979 after taking part in the “democ- 
racy wall" protests which blossomed 
following the downfall of the ultra-left 
Gang of Four. His exhortation that 
democracy should be Beijing’s “fifth 
modernisation” - a satire on the offi- 
cial “four modernisations" campaign - 
became the most famous dissident 
demand since China’s communist revo- 
lution of 1949. 

His words carry more moral author- 
ity within China than those of any 
other activist In exile, he intends to 
use his stature to urge foreign govern- 
ments to step up pressure on China to 
improve Its human rights record and 


accelerate progress toward western- 
style democracy. 

He said western governments should 
use trade concessions - or punishment 
- as bargaining chips in their efforts to 
urge China to reform. Companies 
should also be aware that their engage- 
ment with China has resulted in the 
enrichment of the communist power 
elite but bypassed the broad mass of 
ordinary people, he said. 

Dialogue between Beijing and west- 
ern governments should go ahead only 
if Beijing is demonstrating improve- 
ments in Its human rights record. If 
dialogue continues in the absence of 
human rights improvements, this 


would arnminf to an endorsement >of. 
suppression, said Mr Wei, who has set ' 
up an office at Columbia University in 
New York to help articulate and dis- 
seminate his views. 

Beijing, for its part, maintains 'that 
economic reforms since 1979 have 
improved the lot of ordinary Chinese, 
tremendously. Officials say China is 
taking steps to push through demo- 
cratic reforms, albeit slowly. They 
argue that Mr Wei's utterances will do 
nothing to blither the cause of human 
rights. 

It is cer tainly true that whatever Mr 
Wei may say in London or New York, 
few of Ms words will filter through the 


-veil - of censorship that- envelopes 
China. And : despite: his considerable 
personal stature, his ability to sway the 
policy of western gwernmettts may be 
limited. ■ ; \ . 

- “Yet Mr Wei says he will not tty to 
unite the disparate ^personalities' and 
egos which make up CMna’s overseas 
dissident community.. Chiba, _ he says, 
always- manages to; wreak havoc in 
overseas dissident -organisations by 
-infiltrating: them witfr^agents who sow 
discord and inflame jealousies; 

“I don't have the energy to deal with 
all these agents. Tam just going to do 
my own work I - will not try ' to unite 
the movement" he said: 


Endorsement may not save Congress part; 


Sonia Gandhi dips toe 
in waters of politics 


By Mark Nicholson m 
Sriperumbudur, south India 


The Gandhi dynasty- 
re turned to Indian politics 
yesterday. Sonia Gandhi 
broke the privacy she has 
cultivated since the 1991 
assassination of her husband 
Rajiv, the former prime min- 
ister. and launched a per- 
sonal campaign aimed at res- 
cuing the ailing Congress 
party's election hopes. 

But while Congress 
believes Mrs Gandhi may be 
the last and best hope of 
reviving the fragmenting 
party. Rajiv's Italian-born 
widow told a modest crowd 
of 10.000 that she harboured 
no ambitions for political 
office. 

Escorted by her daughter 
Priyanka and dressed in a 
green silk sari. Mrs Gandhi 
made only her third political 
speech, punctuated by cries 
of “prime minister Sonia", to 
a crowd of Congress workers 
bussed in from around Tamil 
Nadu state. Earlier she 
sprinkled jasmine petals on 
the site of her husband’s 
death, who was killed by a 
Tamil Tiger suicide bomber. 


Guards ringed the small 
garlanded stage as she 
addressed the crowd, which 
was framed by giant cut-outs 
of Jawaharlal Nehru, Indira 
Gandhi and Rajiv, who 
between them presided over 
Congress governments for 38 
years. But, speaking in Ital- 
ian-accented English, she 
said: “Devotion to India 
brings me here before you. 
not to seek office but to 
share my' concerns about the 
future of the country.” 

“I feel anguished by the 
way our people have been 
abused and misled,” said 
Mrs Gandhi, who took 
Indian citizenship in 1984. 
She lamented the growing 
“cynicism” of Indian politics 
and said her husband's 
dream for India was threat- 
ened by growing recourse to 
caste and religion in politics 
- the latter a veiled attack 
on the Hindu revivalist 
Bharatiya Janata party. 

“My grief and loss have 
been deeply personal, but a 
time has come when I feel 
compelled to put aside my 
personal inclinations and 
come forward." she said in a 
restrained address which 


was translated into Tamil 
and received warm but 
scarcely impassioned 
applause. 

Mrs Gandhi, cast by 
Indian media as an "enig- 
matic” power wi thin Con- 
gress but otherwise shy of 
public politics, electrified the 
113-year-old party three 
weeks ago by undertaking to 
break her political silence 
and campaign for the party. 
Her move came after a spate 
of splits and defections in 
Congress since it brought 
down the United Front coali- 
tion late last year and forced 
new general elections set for 
next month. 

Her commitment 
prompted widespread specu- 
lation as to the force of the 
“Gandhi effect” on the elec- 
tions - which Congress 
hopes will rally the party 
and curb early momentum 
gathering behind the BJP, 
which opinion polls already 
suggest may be in sight of 
forming the core of India's 
next government 

But, stem-laced and appar- 
ently nervous beside her far 
more relaxed daughter, who 
is in her 20s and also subject 



Testing the Gandhi effect: Sonia (left) and Priyanka Gandhi wave to a crowd in Sriperumbodur yesterday 


to speculation over ho- polit- 
ical ambitions, Mrs Gandhi 
showed few signs of an appe- 
tite for much more than a 
symbolic role. 

The small crowd, mostly 
comprising older party mem- 


bers and many who had 
been paid RslOO ($3.50) to 
make the trip, also gave 
little indication that Mrs 
Gandhi had caught India's 
political imagination beyond 


cials had suggested she 
would draw 100,000 people. 


she would hand Congress 
victory at the polls and even- 


Mrs Gandhi will make for- tually accede to leadership 
ther appearances in south of the party, yesterday’s 


India next week. But though 
enthusiastic Congress work- 


the Congress fold. Party offi- ers cherished the belief that 


low-key rally suggests the 
“Gandhi effect” may prove 
limited. 


Karachi nervous 
after killings 


IMF takes aim at Indonesia budget 

But critics say the real problem is $80bn private debt, reports Sander Thoenes 


By Fartian Bokhan 
in Islamabad 


Share prices on the Karachi 
stock exchange. Pakistan's 
main stock market, are 
expected to remain under 
pressure today, mainly 
because of concern over 
internal security after sec- 
tarian violence which killed 
at least 22 people and left 
more than 50 injured. 

Even before yesterday's 
violence in Lahore, the mar- 
ket had already declined by 
more than 5 per cent on Sat- 
urday on worries over the 
fallout from the Asian eco- 
nomic turmoil and Pakis- 
tan’s weak economy. 

Salman Shah, former 
chairman of the privatisa- 
tion programme and now an 
independent economist, said 
there was a growing lack of 
confidence in the govern- 
ment's ability to turn around 
the economy. “Many inves- 
tors are bracing for a further 
devaluation of the Pakistani 
rupee after devaluation else- 
where in Asia.” 

Nervousness is likely to be 
increased by the possibility 
of retaliation for yesterday's 
killings. Pakistan's police 
and security agencies were 
on alert yesterday in Punjab, 
the country's most populous 
province, after the killings. 

The victims were all Shia 
Moslems attending a prayer 
meeting at the Mominpura 


cemetery, one or the oldest 
in Lahore. Three armed gun- 
men entered the graveyard 
and fired mdiscrizninately at 
the crowd. No one immedi- 
ately claimed responsibility 
for the attack and police said 
the identity of the gunmen 
was not known. 

However, Shia community 
leaders claimed the attack 
was carried out by the 
Sipah-e-Sahaba ("soldiers of 
the friends of the prophet”), 
a militant Sunni Moslem 
group alleged to have 
ordered previous attacks on 
the Shia Moslems. 

Jehanzeb Burki, chief of 
Punjab's police, said the 
attack “appeared to be a 
planned terrorist strike”, 
adding that he expected 
some retaliation. Shia youth 
went on the rampage yester- 
day in parts of the old city, 
stoning cars, blocking roads 
and burning tyres. 

The Sipah-e-Sahaba have 
campaigned for years 
against the Shias, demand- 
ing that Pakistan declare 
them heretics. At least 200 
people were killed in Punjab 
last year in violence between 
Sunni and Shia militants. 

Yesterday's killings dealt a 
blow to the credibility of 
Nawaz Sharif, the P akistani 
prime minister. who 
announced tough anti-terror- 
ism laws in August which 
were criticised by human 
rights activists. 


S tanley Fischer, deputy 
managing director of 
the International Mon- 
etary Fund, yesterday indi- 
cated that the IMF would 
push Indonesia to implement 
government pledges to 
tighten monetary policy, 
reform the banking sector 
and liberalise the economy. 

As the IMF team and US 
officials go about their busi- 
ness in Jakarta, analysts and 
economists have questioned 
why the IMF focus is on a 
budget worth $16bn rather 
than on the $80bn private 
debt which sparked the cri- 
sis. 

Mr Fischer is expected to 
push for a 1 per cent surplus 
in the $I6bn draft budget but 
has not said a word about 
the corporate foreign debt, 
much of it short-term and 
unhedged, which has qua- 
drupled in rupiah terms 
because of the steep fall in 
the currency. 

“It’s one minute to 12,” 
said Cees de Koning, country 
manager for ABN Amro in 
Jakarta, estimating that 
$59bn of this debt comes due 
this year, much of it owed to 
Japanese, French and Ger- 
man banks. “The IMF could 
easily call the private banks 
together.” 

President Suharto's new 
adviser on foreign debt. 
Radius Prawiro, last month 
said foreign debt totalled 
$133.3bn at September 30. 
Private companies owed 


Goh Chok Tong. Singapore prime minister, 
said yesterday it was important for the US. 
Europe and Japan to help fight the regional 
financial crisis, adding it could cripple sev- 
eral economies and create soda! and politi- 
cal instability if it is not properly handled, 
writes Sheila McNulty in Kuala Lumpur. 

He called the six-month-old crisis the 


region's biggest test since the second world 
war. His comments were made as IMF and 
US Treasury officials arrived in the region 
for talks on the crisis. Indonesia and Thai- 
land have complained about the strict con- 
ditions imposed by the IMF, bat Mr Goh 
indicated such measures were needed to 
restore confidence. 


$65.6bn plus $15.3bn in 
short-term commercial paper 
and bonds, Mr Prawiro said, 
dismissing estimates of 
much higher commercial 
paper debt 

Indonesia's government 
debt was $52.4bn but because 
mucb of it is long-term and 
In weak yen the government 
has scheduled only $7.56bn 
for payments and interest in 
1998 - a fraction of the pri- 
vate debt coming due. 

Pentasenaa Securities, an 
Indonesian brokerage, last 
week estimated that only 22 
of the 282 listed Indonesian 
companies had enough cash 
flow, and this list Included 
two companies known to 
have defaulted on debL The 
brokerage said that in the 
corporate sector, property 
companies were hit the 
worst by the debt overhang. 

Some Industries have been 
cushioned from the worst of 
the currency turmoil, as 
their costs are in rupiah and 
their revenue in dollars. 
They include palm oil plan- 
tations, fisheries, mining 
and oil companies. 

But many other sectors 


have been hit badly, many of 
the pulp and paper mills are 
highly leveraged, and the 
smaller textile and shoe 
industries say they cannot 
obtain letters of credit for 
importing raw materials 
because much of the bank- 
ing sector has collapsed. 

Plywood producers, 
cement mills and refineries 
have seen world prices drop 
because the economic slump 
has lowered demand across 


Special report: 
Asia in Crisis, 
Pages 6 and 7 


Asia. A predicted recession 
would hit domestic demand 
for most products as welL 
Mr de Koning said lenders 
should accept that their cli- 
ents would fail to pay, given 
an expected net current 
account surplus of $8hn and 
roughly $67bn in private and 
government debt service fall- 
ing due in 1998. “If you 
demand all the money back 
you talk of almost full liqui- 
dation of Indonesian indus- 


try,” he said. For lack of real 
bankruptcy procedures, he 
added, massive defaults were 
more likely. 

Mr de Koning has talked 
to bankers and government 
officials about setting up a 
credit-clearing corporation 
to encourage a collective 
rescheduling of private debt, 
in return for a veto on new 
loans and full information 
□□ cash flow of the enter- 
prises involved. 

Mr de Koning and others 
dismissed talk of adopting a 
debt rescheduling similar to 
South Korea's, as Indonesian 
debt is mostly corporate 
rather than owed by banks 
as in South Korea, and the 
government is unable and 
unwilling to bail out all 
these companies. 

Mr de Koning's credit- 
clearing corporation, run by 
the foreign lenders, would 
monitor debt rescheduling 
and collect payments in 
rupiah at the going rate, but 
only from enterprises which 
had reached rescheduling 
agreements with lenders. 
The central bank would 
accept the rupiah and, at 


least for the first four of an 
estimated total of eight 
years, guarantee dollar pay- 
ments to the lenders. 

The corporation would 
issue $35bn in bonds and 
deposit the proceeds with 
the centra] bank. Both the 
corporation and the central 
bank would have a veto on 
new loans to participating 
enterprises. 

“It is solvable,” Mr de Kon- 
ing said. “The total amount 
is relatively low, less than a 
quarter of ABN Amro's 
assets. Any reasonable bank 
will agree that an organised 
rearrangement of the debt is 
advisable.” 

One western banker cau- 
tioned that bankers might 
not be ready for the same 
sacrifices they made in 
South Korea which has a 
much larger economy and a 
new government committed 
to painful restructuring. 

Sri Mulyani Indrawati, a 
prominent economist, sup- 
ported Mr de Koning's initia- 
tive but warned that few 
lenders would co-operate 
unless the government did 
its part to implement 
reforms and lean on the 
large conglomerates to sell 
assets or repatriate off-shore 
funds to pay off debts. 

“The root of the problem is 
that the willingness to sacri- 
fice is not there," she said. 
“Neither the companies nor 
the government is ready to 
give up anything.” 


CONTRACTS & TENDERS 


ECMEI 

EGYPTIAN COMPANY 

For Manufacturing Electrical Insulators (S.A.E.) 

Established under investment Law 230 
Project Financed by a Loan form 
The Arab Fund for Economic and Social Development. 
ECMEI announces the following general lenders for the supply 
installation and stall up or supply supervision of erection and start up 
of machines and equipment fur a factory to produce 3000 Ton/year 
Porcelaion Electrical Insulators. 


Suharto orders 15 
projects delayed 


Malaysian waiver 
may upset markets 


By Sander Thoenes in Jakarta 


Tender 

No. 

Dept 

Price 

(US$1 

Due Date 

1/98 

Shaping and Turning 

65 

31 March 98 

2/98 

Examination and Cutting 

50 

31 March 98 

3/98 

.Assembling 

50 

31 Man* 98 

4/98 

Moulding 

25 

I April 98 

5/98 

Examination and packing 

50 

1 April 98 

6/98 

Raw material preparation 

100 

2 April 98 

7/98 

Raw material storage and batching 

100 

UApril 98 


For delivery by courier service, please add 20 USS i payment by 
certified cheque). 

Tender documents can be obtained by written request to Contract and 
Purchase Manager during working hours from i9am to 3pm) Saturday 
thru Thursday at die following address. 

Egyptian Company for Manufacturing 
Electrical Insulators 

7Ui District - Nasr City - Cairo - Egypt 
3 Mousa Eton Nousfer Sl, (Borg Naglaa) (6th Floor) 

Tel: 00 262 4029551 Fax: 00 202 4029443 



President Suharto on Saturday 
ordered the postponement or review 
i of 15 big infrastructure projects 
worth several billion dollars doe to 
the financial crisis in the country 
i and following criticisms that his 
government was backsliding out of 
commitments made to the Interna- 
I tional Monetary Fund. 

Mr Suharto responded by putting 
i 15 infrastructure projects back on a 
list of 156 postponed and reviewed 
projects, worth roughly $37bn, that 
: had been drafted by his government 
in September in an effort to cat 
spending and reduce the current 
account deficit. 

The president angered the World 
Bank when he rerived the 15 pro- 
jects, including a controversial 
Sl.fibn power plant sponsored by 
Hopewell Holdings and Mr Suhar- 
to’s daughter, one day after pledg- 
ing budget austerity to the IMF in 
October. 

The World Bank had objected to 


Hopewell’s project, signed with the 
government only last month, argu- 
ing that Indonesia's take-or-pay 
agreements were too expensive and 
that Java already had more power 
than It can distribute. National 
Power and Tomen, which teamed up 
with another daughter of the presi- 
dent, saw their power plant back on 
the review list as well. 

Unocal's 9570m geothermal plant, 
sponsored by a friend of Mr 
Suharto, is back on hold, as is a 
s imilar project of Texaco and Chev- 
ron and a combined cycle plant of 
Coastal of Houston, worth 9168.5m. 
In total the delays and reviews 
affect eight power projects, four toll 
roads, an airport, a meteorological 

equipment project and a controver- 
sial office tower owned by a state- 
owned social insurance fond. 

A son of Mr Suharto announced 
over the weekend that he and the 
Nnsamba Gronp, which manages 
funds of the president’s private 
foundations, would postpone a 
S3-2bn refinery in East Java as well. 


By Sheila McNulty in Kuala Lumpur 


Malaysian authorities have taken 
the controversial step of reaffirming 
a waiver granted to UEM. which 
excuses the road toll company from 
having to make a general offer for 
the shares of its parent Renong, a 
politically well-connected infrastruc- 
ture company. 

The news, announced by UEM at 
the weekend, is likely to send shock 
waves through the stock market. 
The question of whether stock mar- 
ket rules would be waived for UEM 
has been seen as a test of the Malay- 
sian government’s commitment to 
institutional regulations and trans- 
parent corporate governance. 

The latest ruling appears to sig- 
nify that the Interests of politically 
well-connected companies remain 
paramount. Investors fear that more 
corporate restructuring exercises 
such as (JEM'S purchase of a 32.6 per 
cent stake in the ailing Renong in 
November may be executed. 

The UEM deal, for which the road 


toll operator had to borrow M$L4bn 
(US9606m), was seen as a forced bail- 
out of a heavily indebted parent 
company by its subsidiary. 

Renong is in effect controlled by 
the United Malays National Organi- 
sation. the nation's dominant politi- 
cal party. Following the UEM deal, 
investors sold the shares of subsid- 
iaries of other struggling but well- 
connected companies. 

Under stock market rules UEM 
had to make a general offer because 
its shareholding, plus that of 
“related parties”, exceeded the gen- 
eral offer trigger point of 33 per cent. 

In this case the main “related 
party” was Halim Saad. Renong's ! 
chairman and chief executive. Mr 
Halim owns considerable stakes in : 
Renong, UEM and other affiliates. 

An austerity programme 
announced in December by Anwar 
Ibrahim, the deputy prime minister 
and finance minister, was greeted as 
heralding a new era in which eco- 
nomic realities instead of political 
contacts would hold sway; 




time for 


By MfcfiiyoNakamoto 
In Tokyo 


Ryu taro Hashlmoto, who 
marked two -years as prime 
minister at. the -Weekend, 
today faces the most severe 
test of his leadership with 
the start of the Japanese 
Diet session. 

The next few months are 
set to he a difficult period 
for Mr Ha&hiznoto and his 
nnriily coalition of three 

parties united by the flimsi- 
est thread. mutual conve- 
nience. 

His political leadership 
will also have an impact on 
the markets, which will be 
following the Diet delibera- 
tions for does on prospects 
for the economy. The recent 
.stock market downturn and 
yen weakness stems In large 
part from disillusionment 
with tiie government's han- 
dling of the economy. 
Depending on what emerges 
from the Diet session, Japa- 
nese stocks and the yen 
could face renewed selling 
pressure. 

“This is a period of tre- 
mendous turbulence in Jap- 
anese politics,” says Minoru 
Morita^ a political commen- 
tator. Although tiie Liberal 
Democratic party ■ has 
regained a comfortable 
majority in the Iowa- house 
of the Diet, the potential for 
political upheaval remains. 
That in turn would further 
unnerve markets at a time 
when financial stability is 
crucial to the government's 
hold on power. 

Mr Hashhnoto's mission is 
to ensure that the supple- 
mentary budget, featuring a 
Y2,000bn ($l5bn) income tax 
cut, and the 1998 budget, 
are passed during the. cur- 
rent Diet session. Given tiie 
LDP’s majority in the lower 
house, that is achievable. 

There is a real risk that 
failure to implement further 
stimulus measures could 
lead to another downturn in 
the markets. But the govern- 
ment’s co mmi tment to fiscal 
reform means that - Mr 
Hashlmoto has little room 
for manoeuvre. ~ 

Against that background, 
politicians of all persuasions 
are calling for further mea- 
sures from the government 
to stimulate domestic 
demand. There is mounting 
concern that the T2,000bn 
one-off tax cut being pro- 
posed by the government Is 
not sufficient to turn the 
economy around. 

The leading opposition 
party, the Democratic party, 
and its five allies, which 
have formed a parliamen- 
tary group, are not alone in 
their calls for farther tax 
cuts. The opposition parlia- 
mentary group, the Minyu- 
ren, is the most vocal in 
dnimmritng tax, cuts amount- 
ing to Y&OOObn, but other 
parties, including Ghe LDP’s 
partner in . the ruling coali- 
tion, the Social Democratic 
party, also support similar 
measures. 

To make matters more 
complicated for Mr Hashi- 
moto, there is growing dis- 
sent within his own . party 
over tax cats. 

Meanwhile, Mr Hashlmoto 

faces mounting pressure 
from the US .to take further 
action. Last Friday. Wash- 
ington conveyed its dissatfc-. 
faction with government 
measures to stimulate 
domestic demand, and called 
for farther moves. 

With the Tokyo Stock 
Exchange stuck : under 
15,000 and the yen sharply 
lower in recent weeks, there 
remains a possIbGity of fur- 
ther company' failures 
before the year ends in 
March. 

In that event; Mr- Hashlmoto 
is likely to be able to push 
the budgets tifrongh the 
Diet only on ramdl tioii that 
his cabinet resigns, parin g 
the way for a new., govern” 
meat, said Mr Morfta- 
However, analysts “widely 
expect Mr Haahimotb to 

hold on to power, at least 
until April, thanks to tfie 
LDP majority' and the l»k 

of a credible replacement- 
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Second ‘loyalist’ group decides to return to multi-party negotiations which resume today 
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By John Murray Brown 
in Dublin 

The Loyalist Volunteer 
Force last night claimed 
responsibility for the murder 
Of a Ro man Catholic door- 
man in Northern Ireland, 
warning that it was “not 
against peace, but not peace 
at any price". 

The force is a breakaway 
anti -republican body which 
opposes the ceasefire 
adopted by mainstream "loy- 
alist'’ paramilitary organisa- 
tions since 199L 

The victim, Terry 
Enwright. was married to a 
niece of Gerry Adams, the 
president of Sinn Fein, the 
political wing of the Irish 
Republican Army. He is the 
third Roman Catholic to be 
killed in reprisal for the 
death of Billy Wright, the 
imprisoned LVF leader gun- 
ned down by republican 
inmates in the Maze two 
weeks ago. 

The Enwright murder has 
cast a shadow over today's 
resumption of the 
multi-party peace talks. It 
comes in the wake of last 
week's breakthrough when 
Mo Mowlam, chief Northern 


Ireland minister in the Brit- 
ish government, met “loyal- 
ist" members of the Ulster 
Defence Association who are 
serving sentences in the 
Maze prison for terrorist 
crimes. 

The Progressive Unionist 
party, the political wixig of 
the banned Ulster Volunteer 
Force, decided last night to 
return to the peace talks. 
The Ulster Democratic party, 
political wing of the Ulster 
Defence Association, will 
also attend. 

The nightclub where Mr 
Enwright was gunned down 
is owned by a sister-in-law of 
David Ervine. a peace talks 
negotiator for the Progres- 
sive Unionist party. 

In an effort to kickstart 
negotiations, the British and 
Irish governments were last 
night finalising details of a 
joint paper identifying the 
core issues at the heart of 
the peace deadlock, which 
officials said could be pres- 
ented to the parties as early 
as today. 

Paul Murphy, the North- 
ern Ireland political develop- 
ment minister in the UK 
government, moved to 
answer nationalist concerns 
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Senator Edward Kennedy gave support to the peace process at the weekend during a visit to Ireland in which he met 
Bertie Ahern, prime minister of the Republic of Ireland (above, right). Giving the Tip O'Neill Memorial Lecture - in 
memory of the late Speaker of the US House of Representatives - in Northern Ireland, be said Irish- Americans had long 
desired to see peace in Ireland. “There must be no return to violence: killing produces only more kill mg." 


that thii government was 
seeking to downgrade the 
importance of proposed 
north-south bodies. This fol- 
lowed reports at the- week- 
end that the government 
planned a new body incorpo- 
rating relations within the 
island of Ireland with those 
between Westminster and 
the new assemblies to be set 
up in Scotland anti Wales. 

“There's nothing wrong in 
talking about developing 


those relations between the 
UK and the Republic. At the 
sxune time, of course, people 
who represent nationalists 
in Northern Ireland will be 
very anxious to ensure that 
relations between north and 
south In Ireland are going to 
be very important indeed." 
Mr Murphy said. 

A senior official of the gov- 
ernment of the Republic of 
Ireland said officials were in 
contact yesterday trying to 


Japan to offer 
PoWs apology 



By David WIghton, 

Political Correspondent 

The Japanese government is 
today expected to make a 
gesture of reconciliation . to 
the British former prisoners- 
of-war who have been 
d emanding compensation for 
maltreatment during the 
second world war. 

Tony Blair, the UK prime 
minister, sparked hopes of 
an announcement by con- 
firming he would raise the 
issue during talks today 
with his Japanese counter- 
part. Ryutaro Hashimoto. - 

However, the Japanese 
government is not expected 
to meet the PoW’s demands 
for direct cash compensa- 
tion. It is thought Mr Hashi- 
moto may only offer a fur- 


ther apology for their treat- 
ment during the war. 

Any gesture would be a 
propaganda coup for Mr 
Blair on his first trip to 
Japan as prime minister. 
Since arriving on Friday, be 
has. confirmed a £I50m 
($2 45m) investment . by 
Toyota Motor, the Japanese 
carmaker, at its Welsh 
engine plant and delivered a 
tough speech to an audience 
of Japanese politicians and 
busmessmen. 

Otherwise the trip has so 
far been longer on photo- 
opportunities than on sub- 
stance. But Mr Blair seems 
to have had an enthusiastic 
reception from both digni- 
taries and the Japanese pub- 
lic. His aides have also 
expressed satisfaction at 
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Tony Blair visiting the war graves cemetery in Yokohama 


press coverage, which has 
focused on the British 
government's reform pro- 
gramme. 

Mr Blair said yesterday 
that the visit was already a 
great success and that there 
had been “tremendous” 
media coverage in Japan. 


“I have come here to 
Japan, and Britain is a great 
good news story: people 
think it is a modern, 
dynamic, go-ahead place, 
there have even been 
comparisons with Japan, 
and saying why can't they 
be a bit more like Britain.” 


BSkyB may have to fund 
digital TV set-top boxes 


By Cathy Newman 
in London 

British Sky Broadcasting, 
the pay television company, 
faces having to provide 
finance to start production 
of the first set-top boxes, 
needed for customers to 
ce | receive its planned 200- 
ite channel digital service, if it 
is to launch on time. 

Manufacturers of the 
boxes have warned that they 
need to start production 
soon if BSkyB. the satellite 
network in which - Rupert 
Murdoch's News Corporation 
holds a 40 per cent stake. Is 
to launch as planned this 
•spring. 

BSkyB may have to pro- 
vide temporary finance to 
manufacturers because an 
interactive television joint 
venture intended to provide 
subsidies .Tor . the boxes, 
has -been delayed by a Euro- 
pean Commission investiga- 
tion. 

BSkyB has commissioned 
tin set-top boxes .-from four 
mahii&dtxrers - Pace Micro 
Technology, Amstrad; Grun- 


dig and Panasonic. Amstrad. 
Panasonic and Grundig. 
which is producing and 
distributing a box designed 
by Hyundai, confirmed they 
had not started production 
in spite of BSkyB's hopes of 
launching in April or May. 
Pace, which reports interim 
results today, declined to 
comm Edit- 

Customers will need to 
buy a '£400 ($650) box to 
receive digital satellite tele- 
vision signals. BSkyB 
intends to sell the boxes at 
half that price to encourage 
sales. 

One manufacturer, which 
declined to be named, said it 
would not commit itself to 
mass production until Brit- 
ish Interactive Broadcasting, 
in which BSkyB has a 32.5 
per cent stake, was cleared 
by regulators. 

“Until the regulatory 
issues surrounding BIB are 
cleared, no one is going to 
take the risk of going into 
production,” said an execu- 
tive. 

He added that a subsidy 
-Would have to be guaranteed 


within a month to secure a 
prompt launch. 

BSkyB may hare to pro- 
vide the subsidy itself for a 
time rather than paying only 
a portion of it through BIB. 
The company declined to 
comment, but it is believed 
that executives last week 
decided against delaying the 
launch. 

BIB, in which the former 
state utility British Telecom- 
munications also has a 32.5 
per cent stake, would pro- 
vide £600m of subsidy over 
10 years. 

The European Commission 
is concerned about the coali- 
tion of two dominant partici- 
pants in the UK communica- 
tions market, although 
domestic regulators have 
recommended approval of 
the venture. 

The development comes 
after delays to a satellite 
launch programme affecting 

BSkyB. SES, the Luxem- 
bourg-based company that 
launches Astra satellites, 
may' have to move a satellite 
into a different orbit to carry 
BSkyB’s digital service. 


Bank Austria sues top 
accountant for $240m 


By John Mason, 

Law CoUBts Correopcmderit ■ 

Bank Austria -tomorrow 
-begins its ffigh Court action 
;in London. to recover losses 
.totalling £i47m (satam) from 
Price Waterhouse,-, the 
accountancy firm . . which 
advised the bank over its 
ill-fated acquisition Of Sover- 


- ‘:*Prlce - Waterhouse * .was- 
.engaged by Bank' Austria to 
carry: put - due' 'diligence 
Inrestigations in to the leas- 
hing company before the 
-£33m purchase inJtmelS9P. 

. •Bank Austria, claims it 
.retied heavily : upon; Ply’s , 
advice and - subsequently 
decided to go^ibead with the 


acquisition- of a majority 
-?take in the leasing com- 
pany. It later emerged Sover- 
eign was 'worthless and 
made heavy losses. 

, .Sovereign’s apparent value 
'was the result of unduly 
aggressive accounting poli- 
cies and a : substantial under* 
provision of bad debts, the 
bank will say. Had PW 
revealed the true financial 
position of the company, the 
bank would not have pro- 
ceeded with, the acquisition, 
it will say. 

PW said it would defend 
itself "with the utmost vig- 
our” against the allegations. 
It said: “Price Waterhouse is 
convinced that during the 
course of the court case the 


firm will be seen to have 
acted entirely properly in 
keeping with the highest 
standards normally associ- 
ated with one of the world’s 
top consulting and business 
advisory firms.” 

After Sovereign's problems 
came to light, Bank Austria 
injected a further £lllm cap- 
ital into the company to pre- 
vent it going Into liquida- 
tion. New management was 
installed in late 1991 and 
gradually restored it to prof- 
itability. The company was 
sold to Girobank in 1996. 

The case is expected to 
last about 12 weeks. Bank 
Austria is suing PW for 
breach of contract and/or 
negligence. 


finalise the "heads of agree- 
mej)i“ document. 

In Tokyo, a spokesman 
travelling with Tony Blair, 
the UK prime minister, said 
there was ■‘actually substan- 
tial agreement on the nature 
of the shape of an agree- 
ment. but the words will be 
difficult". 

• The prime minister's 
“cautious optimism" was 
shared by Sinn Fein, which 
insisted that the talks could 

UK NEWS DIGEST 


be kept on track. Liam Halli- 
gan writes. “I think a deal 
can be done." Martin 
McGuinness. the party's 
chief negotiator, tofd Sky 
TV. "If we accept the oner- 
ous responsibility placed on 
us by those who elect us. 
and if we show imagination, 
we can bring a resolution of 
this conflict by May." 

Arguing for Ulster, Page 15 
Editorial comment, Page 15 


New chairman 
for opera house 

Sir Colin Southgate, chairman of EMI, is to be the new 
chairman of the Royal Opera House. Covent Garden. He 
takes over from Lord Chadlington. who resigned last 
month after an attack on the running of Covent Garden 
by the House of Commons culture committee. 

Sir Colin has also been approached about becoming 
non-executive chairman of National Westminster Bank. 
The bank is looking to fill two non-executive positions 
after departures Iasi year and. ultimately, to replace Lord 
Alexander, the chairman, who intends to stand down in 
1999. 

Sir Colin. 59, will be able to select his own board at the 
Royal Opera. The old board resigned along with Lord 
Chadlington, although some were asked to stay on. 

Sir Colin takes on Covent Garden at a difficult time. 

The opera and dance companies are without a home as 
the Royal Opera House undergoes a £214m (S349m) refur- 
bishment. and the cost of touring is leading to a substan- 
tia] loss. Antony Thomcroft 

■ BAHRAIN 

Extradition request considered 

Bahrain may ask for the extradition of convicted Shia 
Muslim dissidents from Britain and other countries where 
they are Jiving. Sheikh Mohammed Bin Mubarak aJ-Khal- 
ifa, foreign minister, was quoted as saying in an interview 
with Bahrain newspaper Akhbar al-Khaleej. 

A Bahraini court last year convicted in absentia eight 
Bahrainis accused of conspiring to overthrow the govern- 
ment, sentencing them to prison terms ranging from five 
to 15 years. Seven of the eight are thought to have lived 
in Britain, which has no extradition treaty with Bahrain, 
following their deportation from Bahrain in 1995 after 
they were accused or fuelling anti-government protests, 
which have erupted periodically since 1994. 

Although Bahrain has consistently blamed outsiders, 
notably Iran, for fomenting civil disorder, most analysts 
and private sector businessmen in Bahrain attribute 
the problems to the Sunni government’s failure to 
deal with widespread economic and social inequalities, 
particularly unemployment in the majority Shia commu- 
nity. Robin Allen 

■ EUROPEAN PARLIAMENT 

MEP vows to fight on expulsion 

Hugh Kerr, one of two members of the European parlia- 
ment recently expelled by the UK’s ruling Labour party, 
yesterday vowed to fight his former party in the next 
year's European elections over controversial proposals to 
reform the welfare state. Mr Kerr, who was last week 
stripped of his Labour party membership along with fel- 
low MEP and leftwing traditionalist Ken Coates, stood 
firm in his opposition to Labour's plans for welfare 
reform, and the party’s adoption of centralised "closed” 
lists to select candidates in European elections. 

Mr Kerr said that along with other disaffected Labour 
MEPs, he would set up a rival leftwing group in the Stras- 
bourg parliament to stand against Labour in the 1999 elec- 
tions to the European parliament. “We are going to sit as 
independent Labour MEPs and campaign against the 
increasingly reactionary policies of this New Labour gov- 
ernment,” he told a television programme yesterday. Mr 
Kerr. MEP for Essex West and Hertfordshire East, warned 
the government that "the wheels were coming off” the 
leadership's reforms of the Labour party. Liam HaUigan 

■ BRITISH AIRWAYS 


Concorde pilot issued fuel mayday 

The pilot of a British Airways Concorde issued a mayday 
alert over fuel reserves as the plane approached Heathrow 
airport in bad weather conditions, it was disclosed yester- 
day. 

The scare happened during the storms early this month, 
when high winds forced planes to stack up over London's 
Heathrow for as long as 90-nunutes, said BA, But the air- 
line insisted that passengers on the New York to London 
flight were in no danger and that the aircraft could have 
continued to fly for at least another 30 minutes without 
r unning out of fuel. 

Concorde pilots are instructed to issue a mayday as 
soon as their fuel level approaches the emergency reserve 
of 6Jj tonnes - a tenth of their total fuel capacity - BA 
said. 

“It is a precautionary advisory call given even if there 
is a remote possibility of the aircraft landing with less 
than 6.5 tonnes of fuel This was not an emergency and 
there was no danger to passengers,” BA said. 

The aircraft taxied to a halt at Heathrow with almost 
exactly its emergency reserve of fuel remaining, and pas- 
sengers were not alerted to the fbet that a mayday call 
hod gone out. 


Consultant 
called in to aid 
defence review 


By Alexander Nlcoii, 

Defence Correspondent 

McKinsey, the mana gement 
consultant, has been called 
in by the Ministry of Defence 
to advise on a radical 
shake-up of the way weap- 
ons systems are developed, 
purchased and maintained. 

A spokeswoman for 
George Robertson, the chief 
defence minister, said 
McKinsey consultants were 
examining procurement as 
part of teams, drawn from 
the ministry and private 
industry, which have been 
charged with producing 
reform proposals In the next 
few months. 

Mr Robertson has made it 
a priority to eliminate delays 
and cost over-runs which 
have dogged the £9bn 
(SI4.7bn) arms purchasing 
budget. He announced in 
November a partnership 
with suppliers intended 
to push forward his 
“smart procurement” initia- 
tive. 

The ministry's procure- 
ment executive, which 
employs 4,400 people, is 
expected be the main focus 
for reforms. 

However, the study's scope 
is wider, covering the entire 
process from the time when 
weapons were "a gleam in 


the eye" to maintenance 
and supply of spare 
parts. 

This approach is almost 
certain to mean breaking 
down bureaucratic barriers 
between armed services staff 
who specify requirements, 
procurement officials who 
handle purchasing and sup- 
port staff who look after 
equipment in service. 

One review team is assess- 
ing lessons from pro- 
grammes such as the EH101 
Merlin helicopter, conceived 
20 years ago but not yet in 
service, and replacement of 
1970s combat radios, not due 
until 2001 in spite of 
a revolution in tbe commu- 
nications technology avail- 
able to the private 
sector. 

A National Audit Office 
report last year found that 
22 large projects were on 
average more than three 
years late, and that hair of 
the projects had cost over- 
runs. 

The MoD is increasingly 
contracting out operations 
ranging from flight and 
vehicle training to its own 
internal telephone system. 
However, the McKinsey 
study is likely to mean much 
bigger changes. 

McKinsey declined to com- 
ment on the review. 


CONTRACTS & TEMPERS 

Government of Pakistan 
Ministry of Petroleum and Natural Resources 
(DeptL of Petroleum and Energy Resources) 

INVITATION OF EXPRESSION OF 
INTEREST FOR CONSTRUCTION OF 
WHITE OIL PIPELINE FROM KARACHI 
TO MAHMOOD KOT (MULTAN) ON 
BUILD OWN AND OPERATE BASIS 

Ministry of Petroleum and Natural Resources. Government 
Of Pakistan Invites Expression of Interest (EOI) from 
technically and financially sound local or foreign companies 
or their Consortia for construction of white oil (HSD i.e. Gas 
oil) cross country pipeline form Karachi to Mahmood Kot 
(Multan) along with required storage and other allied 
facilities, on Build, Own and Operate basis 

2. The EOI may be given keeping in view the following 
guidelines: 

(i) Company/Consortium profile giving details of past 
experience, technical know-how and annual reports for 
last 3 years etc and financial capability of arranging 
financing for the project etc. 

(ii) The estimated throughput available for the pipeline 
would be around 5.0 million tons in the year 2000-01 
increasing to about 12 million tons in the year 2009- 
10 with an offtake point at Shikarpur. The throughput 
volume to be mutually agreed with the oil marketing 
companies. 

(iii) The pipeline will originate form Port Oasim and 
terminate at Mahmood Kot (Multan). 

(iv) Import duty and tax on equipment material etc. and 
other fiscal incentives will be governed under the 
new Petroleum/ Investment Policies 1997. 

(v) GOP wifi extend all necessary support for speedy 
project implementation including land acquisition for 
construction of storage facilities and right of way etc 
etc. 

(vi) Pipeline tariff to be quoted on competitive basis in 
Pak Rupees and US Dollars (payable in equivalent 
Pak Rupees) per ton in a spread of 5 years each 
over a total period of 25 years. 

tvii ) The project is required to be completed and 
commissioned on Build, Own and Operate basis 
latest by 30th June 2000 based on following time 
schedule: 

- Throughput agreement Within one month of 

with oil marketing issuance of Letter of 

companies: Support (LOS) 

- Design 3 Engineering: Within six months of 


Financial Close: 


EPC Contract: 

Trial Commissioning: 


issuance of Letter of 
Support (LOS) 

Within six months of 
LOS 

Within six months of 
LOS 

Within two months from 
date of financial dose 
31st March 2000 


- Formal Commissioning: 30th June 2000 

3. Companies/Consortia interested in the above project 
may obtain information Memorandum on payment of 
Rs 20,000 (non refundable) through Pay Order/Bank 
Draft in favour of Director General (Oil). A pre-bid 
meeting will be held in Committee Room, 3rd Poor, 
Block 'A'. Pak Secretariat, Islamabad on 16th 
February 1998. A complete proposal accompanied 
by earnest money (refundable) amounting to RS 1.0 
million in the form of Pay Order/Demand Draft in 
favour of Director General (oil) should be submitted 
latest by 31st March 1998- Validity of offer should be 
for minimum three months. A Performance Bond 
amounting to US $ 70 million will have to be 
provided by successful bidder before the issuance of 
Letter of Support on the format acceptable to GOP. 
The performance bond will be encashable if financial 
close is not achieved by the target date or failure of 
the company to complete the project on scheduled 
date or failure to transport white oil products as per 
agreement with GOP. 

4. Ministry of Petroleum and Natural Resources, 
Government of Pakistan reserves the right to accept 
or reject any proposal without assigning any reason. 
No claim whatsoever lo this effect will be 
entertained. 

(G.A. SABRI) 
Director General (Oil) 
21 -E, Huma Plaza, Blue Area 
Islamabad 
Pakistan 

Tel: (92) (51) 9203485 Fax: (92) (51) 9203269 









The day the miracle came to an end 


This series describes the 
way economic and financial 
turmoil struck the Asian 
rim of the Pacific. It high- 
lights a handul of crucial 
moments that illustrate 
deeper themes. 

The crisis started in the 
over-burdened financial 
systems of some of the fast- 
est growing Asian ‘‘tiger" 
economies. In that headlong 
economic growth lay the 
seeds of the trouble. It 


attracted floods of foreign 
investment which pushed 
up land and asset prices. 

Lending mushroomed. 
Investment bankers from 
the west rushed in. Huge 
infrastructure projects - 
new cities, railways, roads, 
power stations - were 
under construction. Yet 
under the surface, economic 
pressures were rising. 

Most of the region’s cur- 
rencies were pegged to the 


US dollar, which had been 
appreciating in recent 
years. So the successful 
exporters of the region were 
gradually becoming more 
uncompetitive. Many coun- 
tries suffered from “crony 
capitalism” in which the 
authorities encouraged 
banks to lend to politically 
well connected businesses. 

It was, perhaps, not sur- 
prising that some of the fast 
growing countries - Thai- 


land, Malaysia, Indonesia - 
ran into difficulties. Inter- 
mittent financial crises are 
often a consequence of very 
rapid growth. This time, 
though, the problem had 
wider repercussions. 

The region was entwined 
with western banks and 
investors. Its powerful 
export industries were both 
suppliers to and competi- 
tors with key western 
industries — cars, semicon- 


ductors, computers. And the 
leading tiger. South Korea, 
was ranked as the world’s 
Ilth biggest economy. 

The crisis-struck econo- 
mies are intimate neigh- 
bours of Japan, the world’s 
second biggest economy, 
which is still struggling to 
emerge from the collapse of 
its 1980s babble: Japan’s 
financial institutions - 
banks, brokers, insurance 
companies - are fragile, 


burdened with bad debts 
nearly a decade old. They 
are also big lenders to the 
rest of the region, vulnera- 
ble to a crisis there. 

On these two pages, FT 
writers describe the Thai 
origins of the crisis, and 
how dominoes began to fall 
across the region. The story 
is far from over; but. with- 
out understanding the roots 
of the crisis, it is impossible 
to assess the hazards ahead. 


O n June 25. 1997 
Asia's economic 
miracle came to an 

That was the day 
Than nog Bidaya. named 
Thailand's new finance minister 
five days earlier, first managed to 
discover the true state of his 
country's foreign exchange 
reserves and the problems in its 
financial system. 

Fewer than a dozen people - 
all in the central bank - knew 
the answers. For months, they 
had been hiding two crucial 
numbers from the Thai 
government and the public. Mr 
Thanong knew he was not going 
to get the information just by 
sitting in his office, as his 
predecessor Amnuay Viravan 
had done. He and three assistants 
climbed into the leather seats of 
his blue Volkswagen van and set 
off to demand information from 
Rerngchai Marakanond. governor 
of the Bank of Thailand. 

Mr Thanong had not wanted to 
do tills job. He was in Hong Kong 
when rumours of Mr Amnuay's 
resignation began to surface, 
dreading the knowledge that he 
would be on the short list of 


replacement candidates drawn up 
by Chavalit Yongchaiyudh. the 
prime minister. But Mr Thanong 
got a phone call anyway Just 
minutes before he and his wife 
were about to slip off to the 
anonymity of Macao. In his 
capacity as defence minister. Mr 
Chavalit ordered Mr Thanong to 
leave the presidency of Thai 
Military 1 Bank and take charge of 
the Thai economy. 

Mr Thanong was not regarded 
as an especially good banker, but 
he knew the tricks of the trade as 
well as anyone. Sure enough, on 
his visit to the central bank that 
June day, Mr Thanong quickly- 
found the numbers he was 
looking for! He was horrified. 

With the blessing of his 
superiors, the central bank's 
young and inexperienced chief 
currency trader. Paiboon 
Kittisrikangwan. had locked up 
most of Thailand's foreign 
exchange reserves in forward 
contracts. Thailand's reported 
foreign reserves of over SSObn 
were a myth - in fact they had 
dwindled to Si. 14 bn. equal to just 
two days of imports. 

On top of that, the central 
bank’s Financial Institutions 


Development Fund (FIDF) had 
lent over Bt200bn f$8bn) to 
struggling financial institutions. 
Finance One. the country's 
largest finance company, had 
alone received over Bt35bn from 
the fund in the first quarter of 
1997. This lending had effectively 
drained seven years' worth of the 
Thai government's fiscal 
surpluses; the central bank was 
printing money to make up for 
the rest The financial system 
had become a black hole, sucking 
out government money with no 
end in sight 

Within hours of Mr Thanong's 
meeting with Mr Remgchai on 
that humid Wednesday came the 
leak. As was common with 
market-moving news in Thailand, 
no formal announcement was 
made. Instead, influential brokers 
and privileged journalists were 
quietly told that the FIDF would 
not. as it had promised in a press 
release exactly one month 
earlier, buy new shares in 
Finance One. 

Finance One would shut down 
two days later, along with 15 
other cash-strapped finance 
companies. Five days after that. 
July 2. Thailand was forced to 


free its currency from its 
longstanding peg to the OS 
dollar, plunging East Asia into 
the financial turmoil that 
continues to this day. 

By floating the baht Mr 
Thanong avoided leading 
Thailand into a default on its 
international debt And by letting 
Finance One fail. Mr Thanong 
started the long road towards 
plugging the hole in the finan cial 
system, although FIDF lending 
now stands at about BtdOObn and 
continues to climb. Of Thailand's 
six finance ministers in the two 
years preceding the baht 
devaluation. Mr Thanong is the 
only one to have left office with 
his reputation intact - even 
enhanced. 

But there was a downside too. 
By abandoning Finance One, 

Thai authorities altered 
the way foreign investors 
assessed Thailand In such a 
fundamental way that when the 
baht was floated, it inevitably 
sank. 

“Thailand had an open capital 
market and the Bank of Thailand 
acting as lender of last resort” 
says Rob Collins, head of Paribas 
Asia Equity, an affiliate of 


Finance One at the time. “That 
created a huge market distortion; 
there was no significant risk 
premium. It was all sovereign 
risk." 

"When the Bank of Thailand 
decided it could not or would not 
act as a lender of last resort, the 
risk premium went through the 
roof - an the way to infinity'.'' Mr 
Collins says. 

Just months before Finance 
One collapsed, ING Bank in 
Thailand had lent the company 
money as part of a $160m 
syndication led by the World 
Bank's International Finance 
Corporation. Jan Cherim. 

Country Manager for ING Bank 
In Thailand, says: “Every' time 
we saw the Bank of Thailand 
they would tell us ‘Finance One 
is OK, we’re backing it all the 
way*. When they didn't you had 
to question just about everything 
they bad ever told you." 

Investors had been told both 
that the baht's value would 
remain stable, and that leading 
financial institutions would not 
be allowed to tail Though both 
these propositions were open to 
question, the authorities had 
successfully persuaded investors 


of their validity over the 
preceding months. They had 
preserved the value of the baht, 
and apparently found solutions 
to the problems of troubled 
finan cial companies. 

The first open questioning of 
the baht's value had come 
towards the end of 1996. By then, 
it was possible for economists to 
construct a strong argument that 
the baht’s peg to the US dollar 
had to go. Exports, the original 
engine of Thailand's fantastic 
economic growth, had stalled 
only to be replaced by a financial 
and real estate boom that kept 
foreign capital coming in. This 
new' capital was increasingly 
short-term in nature, making the 
funding of Thailand's huge 
current account deficit 
precarious. 

Currency speculators 
recognised this and made two 
preliminary attacks on the baht 
in November and December. Yet 
devaluation was hardly 
inevitable and a number of 
countries in Asia, eastern Europe 
and Latin America showed 
similar signs of distress. The 
Thai authorities' confidence in 
their dollar peg won the day. In 


Jan uary there were even 
substantial flows of foreign 
capital into Thailand. 

Similarly, towards the end of 
February 1997, the authorities 
appeared to have steered their 
way through a financial sector 
problem, when the first rumours 
that Finance One was in trouble 
- started to circulate. Pin 
Chakkaphak. the company's 
managing director and president 
of the Association of Finance 
Companies, publicly denied that 
the company was facing any 
financial difficulty. None the less, 
he had been actively selling his 
own stake in the company to the 
tune of Bt254m during -a 
six-mcmth, 75 per cent plunge in 
Finance One shares. 

Mr Pin was the undisputed 
hero of Thailand's bubble years. 
With an MBA from 
Pennsylvania's Wharton School 
of Business and experience at 
Citibank, he built a formidable 
financial empire with assets of 
$3.8bn by latching on to the 
booming stock market and 
exploiting the interest rate 
differential between the Thai 
baht and the US dollar. Finance 
One was the first Thai company 
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‘People thought raising 
capital every year was a 
substitute for cash flow’ 


- to issue a eurobond; paving the 
way for Thai companies to 
become the second largest Asian 
Issuers of such paper. 

Problems at finance One 
would have a wide-ranging 
impact So the government 
stepped in at . the end of 
February. Finance One was to 
merge with a small Thai bank it 
had once tried to take over, Thai 
Danu, in a deal sponsored by the 
central bank which would 
effectively amount to a bailout of 
the finance company. The 
authorities suspended trading in 
all financial stocks Tor the day as 
they sought to reassure 
investors. 

“The- merger between Thai 
Danu and Finance One will serve 
as an example and model for 
more mergers between financial 
institutions to come* said 
Thirachai Phuvanatnaranubala, 
director of the central bank’s 
financial institutions supervision 
department. “The sooner we can 
get this deal completed, the 
sooner we can restore confidence 
among investors.” 

Over the following months, the . 
Thai Danu deal began to unravel 
and “mapproEalate” share 
dealings mid loans to affiliated 
parties were revealed. Every plan 
put forward to save Finance One 
fell flat and it became clear that 
there was no comprehensive 
strategy to protect the financial 
system. 

Partly this was due to. the 
extent of the problems within the 
system, problems for which 
Finance One stood as a striking . 
example. Nearly two-thirds of the 
company’s loans were in three 
problem areas - property, hire 
purchase and stock margin 
lending. As interest rates rose 
and the economy slowed. Finance 
One's non-performing loans 
doubled in 1996, then doubled 
again in the first quarter of 1997. 

Meanwhile, the terms of 
Finance One’s assets and 


liabilities were the most 

mismatched of any of the top 10 
finance companies. It held 
substantial stakes in several 
smaller finance and securities 
companies which themselves 
were even more vulnerable to the 
dual pressures of high interest 

rates and a falling stock market 
There was little surprise when 
Thai Danu walked away from the 
deal. 

~ “Finance One was the symbol 
of all tbe excesses Thailand had 
built up.” says Nikhii Srinivasan, 
vice-president of Morgan Stanley, 
which also had a joint venture 
with a Finance One affiliate 
company. “Through it you saw 
the rise and fall of a system 
where people thought raising 
capital every year was a 
substitute for cash flow." 

When the deal with Thai Danu 
fall apart, shares of Finance One 
resumed trading after a 
three-month suspension. They 
fell 70 per cent - and in a sign of 
just how bad sentiment was on 
the Thai bourse, brokers were 
pleased that the shares fared so 
well. Some people, foolishly it 
turned out. stilt believed in the 
central bank guarantee. 

Among those were a group of 
US investors who bought $600m 
in Yankee bonds issued in April 
at 90 basis points above treasury 
rates. Those bonds are now rated 
as junk bonds, and many 
institutions are forced to 
liquidate them at fire-sale prices. 

- These days, Mr Amnuay - the 
finance minister who resigned in 
June - spends his time playing 
golf, after suffering a mild stroke 
in Hong Kong just two days 
before the baht was floated. Mr 
Rerngchai resigned the Bank of 
Thailand governorship on the 
day the country turned to the 
IMF. He is due to receive a bonus 
from the central bank, rewarding 
him for his nearly three decades 
of service. Mr Thanong has 
returned to the presidency of 
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Thai Military Bank, his own 
resignation as finance minister 
having precipitated the collapse 
of the Chavalit government. 

Mr Pin splits his time between 
Boston and the UK. steering clear 
of Thailand, where the 
authorities might seek to make 
an example of him. Thai Danu 
was bought by the Development 
Bank of Singapore last month. 

But even though mast of the 
major players of those crucial 
days are out of the picture - save 
the current Bank of Thailand 
governor, Chaiyawat 
Wibulswasdi, one of the targets 
of a government investigation 
into mismanagement at the 
central bank - the baht 
continues to sag. partly because 
the saga of Finance One is not 
over. 

Finance One's assets, along 
with those of other finance 
companies totalling Bt930bn. are 
now in the hands of the Thai 
I government’s Financial 
Restructuring Authority. Until a 
system for disposing of them is 
devised and implemented, few 
investors will believe that the 
Thai financial system is safe. 

Few Thai companies will have 
access to tbe working capital 
needed to pull the economy out 
of recession. 

Thailand has negotiated a 
rescue package with tbe 
International Monetary Fund, 
then discovered that its economic 
outlook is worse than it thought. 
It will need a dispensation from 
the IMF if the next instalments of 
the rescue loans are to arrive as 
promised. Sweeping reforms of 
the economy - especially the 
fin an rial sector - are under way. 
And the external value of the 
baht has halved since the day Mr 
Thanong clambered Into his 
Volkswagen van to start that 
journey to the Bank of Thailand. 
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Ted Bardacke Thailand's ex-prime minister Chavalit Yongcbaiyndh: beset by problems of growth, inadequate infra st ruct u re and a rickety financial system 
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fortune built on 
dollar debt 


Businessmen' ' like Adlsai 
Bpdhartqmk were supposed to 
lead Thaflahd into the 21st cen- 
tury.: With a doctorate in engi- 
neering and 15 years working 
for the state-owned Telephone 
Organiaati on of Thailand (TOT), 
Mr Adlsai became chair man of 
Jasmine Intattational and chief 
Executive: <>f Thai Telephone & 
Telectumminlcatjan (TT&T). He 
Trtflr a jMrtvate sector telecom- 
erbpire on the back 
of a goverammzt concession to 
opei^ a tolepbone network. 

. Mr- Adlsaf . wore’ his tycoon. 

. status- llke^hadge;. he was the 
first prfrate_Thai citizen to own 
«jeU]N.(^ hls empire is reeling. 
'^&' ; ''Jasmine-:andV'rT&T will 
post.k^ses far-1997 axid the out- 
loqkf&r tins ;year, Is flighten- 
ii^^unkiKiwn.Jasminefa rap-! 
idly ' Vet rea ting from its 
ambitious plans -to be a r^Lonal 
telecctes. player, while TT&T 
ineiedsCa government bailout to 
pay. back ite fbrelgn and dooes- 

: j>*TfqppfdlIyitiie Baht should be 
back at 'ifi’totbe dollar over the. 

: next’; threeTy^rsl ’in that case' 
we shouJd be‘in‘ good shape. We 
might not be an, excellent com- 
party but- a £ -least" We: survive,” “ 
^r.Adlsai_ : Says. The baht now 
to: the US 

-dollar.. : V:_..-v ' 

'-^alland(s ; property j ■ and 
fflfaii^buiWeis wMelyblamed 
jor the cqrintry'js economic "coK 
fapse: ^^ad^ciive habit ,cf 

reptd-^swth'bh'^he back ‘Cf " 

■wlde^ead’-'in.- ' such, for- 
a^tele- 

• CtiMi ^ ^C ^ 0dCK : : 

■ Mr^A dlsal- says; the ; Teal Itwu-' . 

,T3^ r ^b?^.-whcn; it 
ekp^mfecT; it; was In: 
talddfl^^i^fafilng .a \uiil- 


more,. . 
ipwent-dthr 
‘ Iclofite: a^reed^to 
4S,i^OT!tfof fto reVe- 

mw^ 'v 

gmhgf' to epd mit; 

grab the ;. 


th&iiivCgtHierftwas 
;.^;Atyfhe.;time; rhe ‘ though the. 

to 1997 has;. 
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mine’s assets increased by 33 
pea- cent, while equity declined 
rand liabilities almost doubled. 
By September of 1997, TT&T 
had almost $400m in foreign 
currency loans, a great deal of it 
unhedged. 

Few within the company 
-could or would, offer Mr Adlsai 
opposing views. A group of fam- 
ily members and close associ- 
ates holds about two-thirds of 
the Jasmine’s stock. TT&T’s 
■ company statutes say it will 
give preference in. awarding 
contracts to shareholders, such 
as Jasmine, construction com- 
pany Itallan-Thal and supplier 
Loxley. In 1996, 62 per cent of 
Jasmine’s net profit came from 
. work related to TT&T. 

Using those profits. Jasmine 
diversified and went regional It 
took a : stake In a failed hydro- 
electricity project in Laos, went 
into satellite and mobile phone 
' ventures in Indonesia, the Phi- 
lippines and India, and started 
building a- huge, new headquar- 
ters right next to the TOT 

- Jasmine is how leaving some 
of those ventures. “Before, we 
were long-term ^.investors. Now 
' U should be short-term, if there 
are signs ,we can make a capital 
gain. The days of diversification 
are 'over,” says Mr AdisaL The 
. compai^ /is -hoping the govem- 
mmt will lease some floors of 
ife-yet-to-be-completed building. 
And to stop TT&T from cpllaps- 
ing; Mr' 'Adisai has proposed 
tiaat TOT become the company's 
largest shareholder in return tor 
a reduction in ttie 43 per cfent 
reyehoe^haring. * ■ - 

"TT&Ts problem Is revenue 
per jihai" Mr Adisal explains, 
citing over-optimistic usage pro- 
jections and a dlflerence in tar- 
iff rates that gives customer? an 
incentive to nse mobile phones 
- for . long-distan ce palls. “A lot'of 
traffic has 1 been stolen by ceflu- 
Tar,". his two cellniar 

phones adorning the meeting 
TOOm taWe-- ' : - - -- ; 

v There; has been -seme public 
objection to-bailing out TT&T as 
the rest of «nporate Thailand 
flotmdeiS as WlL But Mr Adisai 
swears :it will happen in the 
first quarter-' of fhis^ year: His 
optimism seems - io he rooted in 
the ohe-part of hi^ empire that 
remains fully intact bls impres- 
.sive . amiy of pblitical connec- 
tions.' ; ./ ■ . 


Ted Bardacke 
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The offshore borrowing trap 


While most of its neighbours 
were still in a state of denial 
about the currency crisis trig- 
gered by the Thai devaluation. 
Indonesia met it bead on. 

On August 14, it floated its cur- 
rency. the rupiah; on September 
3 it announced an ambitious 
reform package, designed to 
restore market confidence. Long 
a favourite of tbe International 
Monetary Fund for its conserva- 
tive monetary policy, Indonesia 
appeared ready to please agai n . 

It froze a wide range of infra- 
structure projects, as part of a 
broader effort to cut government 
expenditure and help bring down 
the current account deficit. It 
promised far-reaching banking 
reform and, for the first time, 
said it would shut down insol- 
vent and undercapitalised banks. 

The government said it would 
raise luxury taxes to reduce non- 
essential imports while reducing 
import tariffs for raw materials 
needed by exporting industries 
such as textiles. It lifted a 49 per 
cent ceiling on foreign share pur- 
chases. In the short run, it 
pledged gradually to ease liquid- 
ity and interest rates. 

“It was a self-imposed IMF pro- 
gramme,” saidSudradjad Djiwan- 
dono, governor of Bank Indon- 
esia. “We have been a very good 
student of the IMF.” 

Tbe rupiah jumped back over 
3,000 to the US dollar, the Jakarta 
Stock- Exchange Index recovered 
sharply.. “Domestic investors 
completely overreacted,” said 
Stephen Rogers, head of research 
at UBS Securities in Jakarta. 
“They thought this was fee final 
solution to the problem. They 
didn’t understand the depth of 


. the crisis. The perception among 
foreign investors was that this 
package was a reasonable first 
step but they had a hell of a long 
way to go. Still, a lot of people at 
that stage were giving the gov- 
ernment the benefit of the doubt. 
on the assumption that the 
reforms would actually be imple- 
mented." 

On September 16, finance min- 
ister Mar’ie Muhamad released 
more concrete plans to freeze 
infrastructure projects, including 
power plants and toll roads. Eveu 
tbe sons and daughters of Presi- 
dent Suharto, regular sponsors 
of infrastructure projects such 
as toll roads and power plants. 


to $50bn higher, with much of the 
additional debt in short-term 
commercial paper. 

"Investors are looking for a 
clear picture in terms of how 
deep and serious the asset prob- 
lems are and how they are going 
to deal with them.” said Paul 
Shang. head of investment bank- 
ing in Asia for Lehman Brothers. 

The government never gave 
this picture, and Mr Sudradjad 
conceded that he simply had no 
idea. Nothing the government 
could do would make these debts 
disappear. 

Suddenly, Indonesia was no 
longer the good boy In the class. 
Domestic and foreign investors 


Coming up in this series 

Tomorrow: How the problem spread 

Wednesday: The threat to Japan’s financial institutions 
Thursday: Korea’s struggle to avoid default 

Friday: Where next for Asia? 


saw their projects frozen. 

This time round, however, the 
Jakarta Stock Exchange dipped 
on the news. Brokers said they 
were more concerned with the 
problem at the heart of the cur- 
rency crisis - high interest rates 
and mounting short-term foreign 
debt, built up by private enter- 
prises, much of it unhedged. 

Poorly reported, the offshore 
borrowings surfaced only as a 
topic when the depreciation of 
the Indonesian currency boosted 
their value in rupiah terms. Pri- 
vate debt had been estimated at 
$55 bn but many brokerages 

feared this figure could be $20bn 


alike rushed for the exits. Local 
companies started lobbying for a 
more rapid reduction of interest 
rates, without much effect. And 
even if official lending rates were 
coming down, few banks were 
actually lending. Indonesia saw 
its first defaults. 

“Between July and October, 
they couldn't have done much to 
prevent the crisis from touching 
Indonesia,” said Nilesh Jasani, 
regional strategist for SocGen 
Crosby, the brokerage. “There 
were some flaws in the funda- 
mentals, and the only reason 
these flaws were hidden was 
because of the investor confi- 


dence. Once that confidence was 
gone, there wasn't much they 
could do. It was already too late.” 

On October 8, Indonesia real- 
ised it lacked the means to 
restore confidence in the rupiah 
and its economy, and appealed to 
tbe International Monetary Fund. 

“The market is very extreme." 
sighed Mr Sudradjad of the cen- 
tral bank. “When they trust us. 
they trust us like crazy. And 
when somebody’s confidence is 
shaken, everyone follows." 

Since then, the confidence 
problem has worsened. Interna- 
tional investors have concluded 
the Indonesian government has 
less real appetite for reform than 
its sweeping September promises 
suggested. Banks and projects 
sponsored by Mr Suharto’s chil- 
dren have been spared the full 
impact of the promised rigour. 

And the budget announced last 
week was a clear breach of tbe 
deal agreed with the IMF. The 
currency’s slide accelerated and 
Mr Suharto's own political future 
was suddenly called in question. 

Tbe lesson of Indonesia’s expe- 
rience is that the underlying 
problems of the region - particu- 
larly corporate foreign-currency 
debt - were greater than had 
been realised back in the 
autumn. 

As this sank in. even a country 
whtch had appeared to be 
responding best to the crisis 
became vulnerable to a further 
collapse of confidence. In Indon- 
esia. a country with 300m people 
and an ageing, authoritarian 
president, the consequences are 
potentially severe. 

Sander Thoenes 


Reprieve for a favoured few 


For once, Indonesia's 
“untouchables'’ were touched. 

On November 1, Indonesia’s 
finance minis try removed the 
licences of 16 troubled banks, its 
first step towards implementing a 
reform package agreed with the 
International Monetary Fund the 
day before. A long tradition of 
. bailing out illiquid but well con- 
nected banks bad come to an end 

- or so it seemed. 

- Among the list of closures were 
basks owned by President Suhar- 
to’s son. daughter and half- 
brother. part of the elite which 
had built business empires on 
little but connections. “Perhaps 
an era of even-handedness is 
beginning to emerge,” one senior 
western diplomat said. "We’re 
□ot so naive to think it will hap- 
pen overnight” 

Bambang Trihatmodjo, Mr 
Suharto's most entrepreneurial 
son. insisted that the government 


had been wrong to close down his 
hank He launched court proceed- 
ings against the finance minister 
and the governor of the central 
h ank, accusing them of mislead- 
mg his father into approving the 
closures. 

Mr Bam bang conceded that 
Rank Andromeda, in which he 
owned a 25 per cent stake, had 
exceeded limits on lending to 
shareholders. Andromeda lent 
$75m to Mr Bambang and two 
other shareholders, who used it 
to inject capital into the Chandra 
Asri petrochemical plant, in 
which they own 75 per cent. 
Chandra Asri had $1.37bn in 
debts. Mr Bambang’s only 
defence was that 90 per cent of 
Indonesian banks had flouted 
lending restrictions as well. 

Mr Suharto had always pro- 
tected the business interests of 
his famil y and friends. But on 
November 7 the president 


announced he stood by his deci- 
sion. “The government has con- 
sidered all aspects of the 16 bank 
closures and the decision was 
taken for the common good of the 
nation.” his spokesman said. 

The incident encouraged jour- 
nalists and opposition leaders to 
criticise other examples of crony- 
ism, such as over-priced power 
plants and other projects spon- 
sored by the president's relatives 
and friends. Reform-minded offi- 
cials leaked documents to the 
press detailing the abuse of funds 
from a state insurance company 
for hotel bills of legislators, at 
the orders of the minister of 
labour. But journalists turned 
quiet again when President 
Suharto made clear he had per- 
sonally ordered the use of the 
insurance funds. 

And Mr Bambang had his way. 
after all. Within weeks of losing 
Rank Andromeda, he reopened 


bank branches under a new bank 
licence, which he had taken over 
from a business friend. Some ana- 
lysts believe Mr Suharto had not 
realised he had closed his own 
son’s business but felt he could 
not backtrack publicly, they also 
believe that the president has 
been irate with the reformists in 
the government ever since. 

In December Mr Suharto let his 
daughter. Siti Hadiyanti Ruk- 
mana, revive a power project 
sponsored by Hopewell of Hong 
Kong, which had been frozen as 
part of government austerity 
measures. Public criticism, a 
warning by the World Bank and 
a complaint by the electricity 
utility that it could not afford to 
buy the plant’s output could not 
change Ids mind. 

Clearly the era of eveD-handed- 
ness will not emerge overnight. 

Sander Thoenes 






INVESTMENT BANKING 

The risks 
of being 
‘maximum 
bullish’ 


Investment bankers discovered 
Asia in earnest in 1993. Barton 
Biggs. Morgan Stanley's invest- 
ment guru, declared himself 
“tuned in, overfed and maximum 
bullish" on Hong Kong as a play 
on China. It was the signal for a 
wave of liquidity. 

Privatisations, initial public 
offerings (IPOs;, block place- 
ments all took off. In Hong Kong 
alone there were 68 IPOs that 
year. Stock market capitalisation 
at the end of 1993 was 347 per 
cent of gross domestic product. 

The first gainers were Hong 
Kong’s own Big Three: Wardley 
(now HSBC Investment Bank). 
Ja rdine Fleming, and Schroder 
and Chartered, a joint venture. 
These had been joined by UK 
stockbrokers and Japanese secu- 
rities houses. In 1968, an aggres- 
sive local house. Peregrine, 
started up, backed by such local 
luminaries as Li Ka-shing and 
Citic Pacific, Beijing's main 
investment agency in Hong 
Kong. And, as true investment 
banking opportunities began to 
emerge, the Americans arrived. 

For many, it was a repeat visit 
They had first journeyed east in 
the late 1980s - but failed to stay 
the course. “The Americans had 
a number of false dawns.” says 
Alan Smith of Credit Suisse First 
Boston. “They came, they went 
they came back again.” 

By 1997, the boom was appar- 
ently unstoppable. The first half 
of the year was characterised by 
rabid hiring and fat bonuses. The 
Hong Kong stock market hit 
record highs, daily volumes went 
as high as HK$50bn and there 
were a record 82 IPOs. 

After the baht devalued in 
early July, volumes in many 
Asian markets remained strong. 
Other areas of investment bank- 
ing suffered more, as new issues 
dried up and once-healthy assets 
crumbled. 

Peregrine's fate sums up the 
story. A year ago. the bank was 
riding high, routinely capturing 
listings by “red chips”, the Hong 
Kong affiliates of Chinese main- 
land companies. It had expanded 
rapidly, adding fixed income 
activities to equities. 

This expansion brought it expo- 
sure to high flying companies 
around the region - many now 
under extreme pressure. Pere- 
grine's nemesis was Steady Safe, 
an Indonesian cab operator on 
which it gambled around 
USSSOOm, one-fifth of its capital 

Louise Lucas 
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THE WEEK AHEAD 
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DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

BTM Fin (Curacao) 8%% 

Gtd Bd 2001 $887500.0 
Barlow R0.88 

Bristol Water 6=K% Cm Ptg 
Pf 1998 1.40548p 
British Steel 3p 
Caisse Francaise de Dev 
12tt% Gtd Ln 2013 £306.25 
City of London PR 1.87p 
Conversion 9% Ln 201 1 
£4.50 

Conversion 93&% Ln 2001 

£4.75 

GET 2.1p 

GWR 1.3p 

Granada 1114% Bd 2019 
£1125.0 

Lothbury Fdg No 1 Class A1 
Mtg Bckd FRN 2031 
£332.05 

Do Class A2 £1998.31 
Do Class B £2204.33 
Nissho Iwai 3.9% Bd 1998 
Y390000.0 

Nord Anglia Education 3p 
Phi'ffp Morris $0.40 
Prowting 2.1 p 
Scottish Value Tst Ip 
600 1.5p 
Transtec 0.85p 

■ TOMORROW 

Alps Electric 7% Bd 1998 
Y700000.0 

Do 7% Bd 1999 Y700000.0 
Do 7% Bd 2000 Y700000.0 


Amber Indl 1.75p 

Hiscox Select Insurance Fd 

1.5p 

Jos 325 p 

M & G Second Dual Tst 
18.56p 

Mid Kent Hldgs 132p 
Tie Rack 0.6p 
■ WEDNESDAY 
JANUARY 14 
Bermuda Bonds Fd $020 
Funding 3 %% 1999/2004 
£1.75 

Gleeson (MJ) 14.17p 
Hino Motors 6.9% Bd 1999 
Y690000.0 

Japan Airlines FRN Jan 1998 
Y1 178645.0 

Kobe Steel 52% Bd 1998 

Y520000.0 

Do 5K% Bd 2003 

Y575000.0 

NEC 6.8% Bd 2000 

Y680000.0 

Peoples Construction Bank 
of China FRN 1998 $325.03 
Do FRN 2000 $330.15 
Perpetual 32p 
Ricoh 7% Bd 2000 
Y7 00000.0 
Sainsbury (J) 3.75p 
Sanwa Australia Rn Gtd 
Fxd/FRN 2005 $3242.36 
Standard Chartered Und 
Prim Cap FRN $310.78 
Do Und Prim Cap FRN (Ser 


4) $307.94 

Tongaat-Hulett R0.62 
Toshiba 6*4% Bd 1999 
Y675000.0 

Treasury 13% 2000 £6.50 
■ THURSDAY 
JANUARY 15 
Aberdeen Cv Inc Tst 1.6p 
American Medical Int 9%% 
Un Ln 2011 £4.9375 
Anglo American Coal R4.60 
BCE C$0.34 

Barclays Bank Prop Index 
Cts 1997 £1.95 
Do 1998 £1.95 
Do 12% Un Cap Ln 2010 
£6.0 

Caledonia Invs 6.5p 
Chester Asset Rcvbfs No 1 
Asset Bckd FRN 2000 
£1906.54 
Chrysler $0.40 
Churchbury Estates 42% 
Cm Pf 2.1p 

Dares Estates 10^% 1st 
Mtg Db 2012 £5.125 
Edinburgh Inv Tst 394% Db 
1998 £1.875 
Glenmorangie A Llm/Vtg 
325p 

Do B 1.625p 

Govatt Strategic Inv Tst 

10%% Db 2016 £5.1875 

Granada FRN 1998 

£2044.99 

Greenway 0.5p 

Helical Bar Cv Cm Rd Pf 

2012 2.62 5p 

Inco 1594% Un Ln 2006 


£78.75 

Irish Permanent 8V4% Bd 

2004 IRS428493 
Johnson Fry Utilities Tst 
125p 

Do Inc 125p 
M & G 24p 
Morgan (JP) $0.95 
Murray fnt Tst 3.9% Cm Pf 
1.95p 

North Surrey Water 4% Db 

£2.0 

Do 4V«% Db £2.125 
Do 5Y*% Db £2.625 
Perkins Foods Cv Rd Pf 

2005 4p 

Quaker Oats $0285 
Sonar 2 Class A Mtg Bckd 
FRN 2022 £172.58 
Do Class B £213.32 
Sweden 11% Ln2012 
£550.0 

Treasury 9%% Ln 1999 UPF 
3.1 p 

Victorian Public Authorities 

8%% Gtd Bd 2002 $412.50 

Vos per Thorny croft 825p 

Waddington 4.7p 

Wrtan Inv 3.4% Cm Pf 1.7p 

■ FRIDAY 

JANUARY 16 

Abtrust New Pf Inc Inv Tst 

3.25p 

Action Computer Supplies 
1.5p 

Anglo & O'seas Tst 4%% 

Cm Pf 1 .575p 
BSS 7p 
Castings 1.68p 


Clyde Blowers 523p 
Commonwealth Bank of 
Australia Dtd FRN Jul 1998 
530028 

Do Dtd FRN Jul 1999 
$30028 

Do Jul 2000 $30028 
Do Und FRN (Jul 1996) 
$307.94 
De La Rue 7.5p 
Echlin $0225 
European Inv Bank 9% Ln 
2001 £225.0 

Fuller Smith & Turner A 3.6p 

Hongkong & Shanghai 

Banking Prim Cap Und FRN 

(Ser 3) $75.87 

Jarvis Hotels 1.5p - 

Marks & Spencer 3.6p 

Motorola $0.12 

Nat West Bank Non -Cm $ Pf 

Ser B $0.4375 

Do Prim Cap FRN Ser A 

$309.86 

RPC1.5p 

St Paul Go’s $0.47 

Smith (James) Estates Zip 

Sutcliffe Speakman 0.5p 

Treasury 8 lfc% Ln 2007 

£425 

■ SATURDAY 
JANUARY 17 

Brockhampton 1.6p 
Do AN/Vtg 1.6p 
Treasury 2%% IL 2024 
EZ008 


UK COMPANIES. 


■ TODAY . 
COMPANY MEETINGS: 
Perpetual, Phyllis Cout, 
Henley on Thanes, Oxori, 
1Z00 

BOARD MffiTINGS: 

Finals: 

Fyfies 

Interims: 

Cammeil Laird 
ETCs & Everard 
Mulberry 

Pace Micro Technology 

SaviDs 

Tomkins 

Triad 1 

■ TOMORROW 

COMPANY MEETINGS: 
Rodtme, Erskine House, 
68-73, Queen Street 

Edinburgh, 11.00 
Sanderson, Swallow Hotel, 
West Bawtry Road, 
Rotherham, South Yorks., 
1Z00 

BOARD MEETINGS: 

Finals: 

SOX Business Systems 
Interims: 

Bespak 

Capital for Co's VCT 
Debenham Towson 

■ WEDNESDAY 


JANUARY 14 
COMPANY MATINGS: i . ! 
Action ComputCTSuppffes, 
3, London Wall BuikSngs/ 
London Wall.tC., 10.00 . 

Fenner, 20, Famngdon 
Road, EC., 1020 
Gteesan (MJ), Haredon 
House, London Road, North ‘ 
Cheam, Surrey, 12.00 
M & G, Painters. Hall, Little 
Trinity Lane. EC.. 12100 
Majedie Invs,. 3, Minster.. 
Court, Mincing Lane, E.C_ 
1Z15 

McCarthy & Stone, 

Homelife House,26-32, 
Oxford Road. Bournemouth, 
11,00 

Wigmore Property Inv Tst, 
155, Bishopsgate, EC., 2.30 
BOARD MEETINGS: 

Finals: 

Aberforth Smaller Co’s Tst 
Lowe (Robert H) 

Interims: - 

Aberforth Split Level Tst 
Dixons 

First Technology 

Martin Currie Moorgate Inv 

Tst 

Stanley Leisure 

■ THURSDAY 
JANUARY 15 
COMPANY MEETINGS: 
Fibemet, 50-52, Paul Street, 
EC., 3.00 

Royal Bank of Scotland, 


Edinburgh Int Conference 
Centre, Morrison Street, 
Edinburgh, 12.00 
BOARD MEETINGS: ' ; 
Finals:- 

Greenwich Res 

Interims:.-. ; ] '• 

Farcpak ■ 

R 

■ FRIDAY ' 

~ JANUARY ff fl 

. COMPANY- MEETINGS: 
BOC, Dorchester Hotel, Park 
Lane. W.,'t1.00 : : . 
Bellway, Copthome 
Hotel, Quayside, 

Newcastle upon Tyne, 12.00 

Company meetings are 
_ annual genera/ meetings 
prrfess otherwise stated.- 
Please note: Resorts and 
accounts are not normally 
available until approximately 
six weeks after the board 
meeting to approve the 
preliminary results. 

This fist is not necessarily 
comprehensive since 
companies are- no longer 
obliged to notify the Stock 
Exchange of imminent 
announoements. 
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CONFERENCES & EXHIBITIONS 


JANUARY 20 & 21 
Introduction to Foreign 
Exhcange & Money Markets 

Definitive training course - FX and money 
markets featuring WINDEAL dealing 
simulation. For Corporate treasury 
personnel, trainee dealers, back office and 
systems development staff plus Ad intro 
cum candidates. GBP 525.0(1 +■ VAT. 
Lywood David International Ltd. 

Tel: UK-WfOi 1732 463014 
Fax: UK 44(0) 17*2 463015 
e-mail: training^ lywooiMavidxo.uk 
LONDON 

Maojpng His MOenntam Bomb 

Will your company be the 
predicted one in ten that will 
fail to meet the deadline lor 
coping with the Year 2000 
problem? This conference will 
provide the opportunity to hear 
from leading experts in this 
field; Rob Wirezycz, CSSA, 
Karl Feilder, Greenwich Mean 
Time, Roger Bickoistaff, Bird & 
Bird and Duncan Stott, Glaxo 
Wellcome. 

Contact: Am McCfeun 
Management Forum LkL 
Tfefc 01483 570080 
Rax: 01483 636424 
&nafcmanagonart_fcxun@pA4uxu* 

London 

JANUARY 26-28 
Understanding Derivatives 

F un d am entals to Derivrivo MmVm. How 
to hedge or leverage, exposures on interest 
rates, cunraxacs, equities and commodkies 
using: * Futures • Options • Swaps 

• Swaptions * Exotics. Recent arovaoons re 

• Value at Risk Models • Credit Risk 
Detivathes. 3 days £875 +' VAT 
Contact: Bhchin International pic 

Tel: 0171 6284112 Rut: 0171 628 4113 
Email: Birchini£>BirctiiiixofTi 

LONDON 

JANUARY 27-28 

New Sourcing Strategies for 

The Finance Function 

25% or finance directors outsource pan 
of the finance function. This conference 
examines these new sourcing strategies 
and examines potential cost savings and 
improved service levels. 

Contact: Jane Mitts 

Tet: 0181 H79 3355 Fax: 0181 879 1 122 
Enrf:Jmejrilhg | faiMkw»4t^UgaioacoAA 
LONDON 

JANUARY 28 1998 

Export Seminar 

'Every Cloud Has a Silver Lining " 

With the Tigers tamed turn to the Arab 

states: £10bn UK exports in 1997. 

Stable growth, diversification. 

privatisation, mean new export 

opportunities. Fee: £40 tine. vat). 

Enquiries: Arab-British Chamber of 

Commerce 

Fax: 0171 396 4499 

LONDON 


Conferences 
8c Exhibitions 


JANUARY 28-30 
Essentials of Derivatives Risk 
Management 

Why are bonks so fragile? They are all 
susceptible to derivatives risk. This course is 
not about rooto-somcc maths. It offers a 
useful dKck&s approach on how id nonage 
and control the operational risk of 
derivatives. Whilst no background in 
derivatives is necessary, the course is 
suitable for all individuals involved in 
derivatives trareacticra. 3 days £873 + VAT 
Contact Birchin International pic 
Tel: 0171 628 41 12 Fkx: 0171 628 4113 
Email: Birch int^Birchinxorn 

LONDON 

FEBRUARY2 
E-Commerce Workshop 

Participants are led through the 
decision-making & development 
process front two significant projects. 
Issues of identity, using public key 
certificates ft SSL in a financial 
services extranet system, payments 
using electronic purses and new high- 
level protocols in an internet shopping 
and banking system ore addressed. 
UNICOM 

TO: 01895 2S6 484 Fax: 01895 813095 
Email; nfoi'inkomcoak 

LONDON 

FEBRUARY 2-4 
Introduction to Capita Markets 

This couik k for individuals tookmg (bra 
comprehensive overview of the 
international capital markets. The course 
offers practical information and exercises 
on bonds, equities and derivatives. 
Suitable for all individuals seeking to 
enhance professional ajmpcna tcg- 
3days£875 + VAT 
Contact: Birchin International pic 
Tel: 0171 628 4112 
Email: Birchin^Biidiinxoni 

WHERE? 


Fund Management in Europe: 
Maximising Profitability 
The Wan Street Journal Europe's 
Third Annual Fund Management 
Commence wtfl focus on; 

• Markets dastined lor growth 

• Impact of EMU on dJstr&utlon 
costs 

• Developing local tVstnbutfon 
alliances 

• Intermediary networks rn Europe 

• Outsourcing strategies 

■ Die cHent-manager relationship 

■ Profitabffity In tax driven retail 
products 

• Wealth management 
Contact: 

Fiona Stevens. Dow Jones 
Tel; *44 10} 171 832 9992 
Fax: +44 (0) 171 B3Z 9940 
E+naft: co nteai & B6^co«low(onuaJxxn 


Geneva 


FEBRUARY 3-4 
Corporate Intranet 98 

Designed to provide you with (he facts 
you need to prepare for the digital 
ccmomy. Corporate Intranet 98 covers 
the business rod technological issues 

involved in developing internet/ 
mtranet/extranet applications. 

Contact: Jane Mills 
TO: 0 181 879 3355 
Fax: 0181 879 1 122 
EnwaferernmxgbuikM^ telfeHKomuk 
LONDON 


LANGUAGE COURSES 

Study 
French at 
your desk. 
Or one of 
ours. 

Onr Fmk± biamon cuimc* are unijlu by rnrivc French i pafan 
who an: qualified icachcrr aad bainesr pcnteskimh. 

Al ytwr desk or UK lunlu*. 

Plia new servicei awUhla: 

IdaiBK lador-madr cornua. 3-Jay immemkwi cuunc*. 

Wi) inmurnn cuurua. ihcnwbe wduKb. French owr the phone. 



French 

writ a London address. 
14 CramueU Place 
London SW7 2JR 
Tel: 0171 581.3701 


The Year 2000 Problem - Hot 
just an accounting issue but a 
business issue wttb global 
Implications 

A timely seminar on Salving 
the Business Issues tar Banks 
and Financial Institutions 

Speakers from Bank of England. 
British Bankers’ Association. 
KPMG and others wfl address 
topics Inducting: Supervisory 
issues, the state of UK 
preparedness, legal and liability 
Issues, budgeting end staffing 
implications In Implementing the 
project plan, developing 
contingency plans and working 
with non-co m pferti firms. 

Contact Maria UcGonmcfc * KHW3 
ittom sn asroftec 0171 3ii 42B6 
or Peter Altoopp, Emafc 
pwa@Bfiso|]p«onaultanqficatM( 
London 


Conferences 
& Exhibitions 


FEBRUARY 9-13 
Corporate CredK Analysis 
Skills- Laval n 

• Sources ft Inter p retati on of In for ma tion 

• Mon-financial Factors • Management 
Competence • Cashflow Modelling 

• Accounting Concepts and Standards 
- Creative Accounting ■ Contingent 
Liabilities • Corporate Failure and 
Recovery Strategies. 

5 day&flOSS + VAT 

Contact: Birchin International pic 
TO: 0171 6284112 
Fax: 0171 628 4113 
Email: Bircfain@Birchirixom 

LONDON 

FEBRUARY 9-13 
Knowledge Management Safes 
The first complete European EM event 
leads you from Introduction to EM to 
Advanced Tools and Systems. Presenters 
include: Knowledge Asodura. McKkuey 

6 Company. The Knowledge Warehouse; 
Credit Suisse: Masons Sofidus; Sedecon 
Finland; Norwegian Technological habile; 
Doer Thong hnonatiorai; Ktrawxmum 
CeBic Cranfidd School of Management: 
KPMG; 1CL Management Centre Europe 
Onpen ft Lytxand; ND* 

UNICOM 

Tet 01895 256 484 Fax: 01895 813095 
Email: info@>unicouu»jik 


Conferences 

& 

Exhibitions 


FEBRUARY 11-13 
Effective Negotiating Skills 

This comae is appropriate for financial 
Baffin the support ml tales functions. 

» Pr in c ip les of Negotiation » Negu ti atng 
Styles * Telephone Negotiations 

« HunrfTrnfl nl yH 'lw n ■ Arak 

3 days £875 + VAT 

Contact: Birchin International pic 

Tel: 0171 6284112 

Fax: 0171 6284113 

Email; Bindrin@Birchitixam 

LONDON 


Managing the New IT Agenda 

Solutions aid strategies for 
managing unprecedented 
change In the rr Function 
presented by testing speakers 
from industry,' London Business 
School and MIT. Senior 
executives in, IS, corporals 
strategy and the finance 
functfon win gain insights 
and perspectives Into the 
management of key IS 
issues for their organisations. 

Contact: Linden Seby 
Tet +44(0} 171 262 5050 
Fax: +44 (0)171 724 7875 
E-mal: LSeby@bsacjiA 
hHprfWimtffWJiuMOtalnttoordBaf 

London 


Conferences 
& Exhibitions 


SINGAPORE 

offers excellent 
back-up to 
computer experts. 

HERE'S data on 

other exhibitions. 


Date Event Nnof Erinhian 

24Fcb.|Mjr □ \njn A«tnp*K W (AIF) infJO" 

2-5 Mxi □ I nlmul tonal Furniture Fjit W 

Siiucipore/.\SE.\N Fiimihirc Sh>iu |w?t 
Mji □ Career "4s 

InciirpuraliiKE 

Recruitment 7S 2W3 

Open Learning W 

t*A Mar G Tend 9S 2t«i 

a-ltl Mar □ WEFTEC Aau t KS 7« 

• nalrr pnBuhon conlrnl lerhnuk<K>. 
iMUipmetil un>J kt\ ica 

10-12 Mar CD AqiuTcch Vru ^ 19*» 

IZ HMar □ CoH AmaTSfAlF) ZW 

17-It Mar G Br« DnnL Tcvh Asu W 2^0 

InovpoRitmg 

-Bioi-Bn In^mllnrii ,\ai 
B eer, Bc*eracc. \\ me Va.i *>h 

£3 CLVSSlwh IWI 

- mtenulivrul pnxtucti. alia DunuiKtiVma- 
piocevctng am rrulrtuls mtaMtuni and cunfrrcncc 
IR.2I Mat G \na Apparel Machmen and 25ft 

\nisxifics Evhihihon W 

21-22 Mar G Balilh Ectucarmn Exhibition ‘VS Wl 

2+r Mac □ SmeaPort VM ( AD-") 5tm 

2b Zb Mar CD Cmmetie, Hair. 8rant> 4r Failmai tut 100 

Healthcare VS 

?1 Mar-2 Apr G Card* Alia ny |UI 

1-3 .\pr G Nct« orid a- Inlcrnp ih 12l' 

1- 5 \pf □ Met. Alia IW 

• \sa\ only m te mu tmnal trade thiiu for 
marine equipment and anewrm 

2- 5 Apr O Boat Ana 18 2m 

Incorporating: 

Tackle \sia ■* 

Manna Ana 'Vt 
Cnmmcrcuf Craft Aoa 9fi 
Di> v Expo Aw Vh 

□ Sports Viia^S 1UU 

H IT Apr □ Food fr Hotel \mj TSf.AIFI 20W 

Inmrpn aiirar 
BaVerv \<na l *S 
Scti leeTeeh Akw 9K 
W me It Spirit* Ana VH 


21-22 Mar 
2+r Mar 
2626 Mai 

31 Mar-2 Apr 
M .Apr 
1-5 Apr 


[kite 

E>cnt 

No. of EihpHtan 

22-24 \p» 

G -\iuii Intmulioful Gift Fair 98/ 

Asian Intcnuhnnal Handicraft Fair 98/ 
Aswn InlerruliDiMl Stalmter* Fair 98 

5fin 

24-24 ^pr 

□ TAT V Travel Mart IWR 

wm 

;vrr \ pr 

Q T rortu 

■ The Inlcnullurwl Fine Art ft 
Anth'im Fair for V»i4 

Mil 

27-29 \pr 

G ,-UitnS li-chaniLi Sinopnrc 98 

30 

5-7 Mj* 

U Sc muon Vh 

T8.A 

tsMw 

□ PLiltiC, Tcchmlngy Vsu "98 

till 

r-S XU) 

Q \>nn Paper "9R 

Mil 

917 Maw 

□ Homcmalm 

124 

12-H May 

O TcchnnTrailc.taa 9H 
Inmrpiirahnir- 
-Uian Shn.4 S feral -98 

Coal mg ae Paint Vna 'IS 
Gnl St Spnra: 4ab ’Oj 
F»i T«h Vna "98 
Inter Surface Asii 'IS 

|4fl 

1 •-! 5 Maw 

□ Ana PacifK- Exhibihon on Eoninnimenbllw 
Sound Tcihnolwtv in 1'raiupcatation 
(lu AtTE Ewhifetwn ■>«) 

W 

Ivlfklaw 

□ SFPEk ms 

4UU 


1416 May □ 

21-24 Mat CD 

:in Mj\ H) 


3rd Asian Intermlional Hardware 
Eywihroi ^ 

REHV vCTWc 

Aid Intemitwnal Rcfn^eratmn. 

Heating, A Ctitilatinn arid 
Air-con'litvm'ivs £.pm1nm 
.AIDEX-OK: 

3rd \Man Internal >»mI Intrmr rieugn 
E\ptA«hnn.V/Bj'C Svrtenu Sino^porr TJh 
Soft Fumidilne A*u ’W 

ApiJumvInJi “hi 
Held in lumunctiun « ith 
OuHiiner blcctnmiL^ \^ti 


21-24 IUji i_J Crmiiinue ELxtrnnm \ua MS 
Hehl t« nminnc tmn « Uh 
Appliancetcvh Mf, 

2527 Mat G Ormscei Ana “W 


Informalmn it fwnrl at Ihr time of print, up. Flame cun tact the rr.pr.riir oifanitcit far the ijMI ifpliirf.. 
I’m intcrc.lc-1 in the furthcoming rivnli. PIc-jk vend me: 

□ mn,e infinmatii.ii ahM.it the ethibitlum imlioateil □ Singapnrc Cnntrnliun A- E.hilntmn Calendar 
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FEBRUARY 16 

Ttis 14th Annual FT London 

Motor Co nfe r en ce 

Tbs changing role of the car is the theme of 

this major FT automotive event. The Rt 

Hon Dr Gavin Strang MP. Minister for 

Transport will give the keynote address and 

other speakers include Professor Garel 

Rhys OBE, CanfifT Business School and 

MrOafeDph Huss. BMW AG. 

Enquiries: Sarah Gibb, FT Co nf erences 
Tel: 444 171 896 2639 
Fax: 444 171 896 2696 
Entail: sainhgi&peanon-pnxcmn 

LONDON 

FEBRUARY 17-18 
Putting Knowledge 
Management Into Practice 

Focuses on the critical success factors in 
implementing knowledge management. 
Each session addresses a vital area of 
knowledge management practice and 
reflects some of the mote famovative and 
original wotfc in this area. 

Contact: Jane MUls 

TO: 0181 879 3355 Fax; 018 1 879 1122 
Fw«a-jn. 

LONDON 


Conferences 

& 

Exhibitions 


•j ■- 

- • 1 


Hie Euromonsy international 
Bond Congress 

A unique combination of a 
conference and exhBMon. 

It gives bond market 
professionals the opportunity to 
hear from leaefing experts, 
discuss new Ideas and develop 
new contacts. 

■ 1998 lead sponsors include: . . 

Commerzbank, Dahra Europe, 
Deutsche Morgan GrenMI, 
Dresdner Ktelnwort Benson, ING 
Barings, Salomon Smith Bamay. 
SBC Wfebuig Dillon Read. UBS 
and Bridge- 

Over 1,100 delegates from 47 
countries, including 450 
investors, attended In 1997. 
Contact: Catherine HQIIer 
Tet 444 (0)171 779 8322 
fine +44(0)171779 8396 

phi centre, London 

FEBRUARY 17-19 

T*C BCONOMST COWSXNCES 

Third Roundtable with the 
Government nr Poland. Meet the 
new key dec iai on-makers. With 
the participation of President 
AJefcsander Kwasniewski and Prime 
Minister Jerzy Buzek 
For further information coaocfc 
Ms Geritnde de LeomtnJis. 

Ms Monika Davies. 

The Ecorjomtsr Conferences 
TO: (43.1 J 71 2 41 61 0 
Fax: (43.1)714 67 69 

FEBRUARY 19 & 20 
A Technical Approach to 
Bond and Currency Trading 
Identifying and applying charting 
techniques ro profit from market 
opportunities. Course uses sophisticated 
technical analysis software and dealing 
simulation. For tradera/risk managers/ 
market analysts/ systems development 
personnel. GBP 525.00 4- VAT 
Lywood David International Lot 
Tel: UK 44 (01 1732463014 
Fax: UK 44 f Ol 1732 463015 
e-mail: trainingtSlywood-4avkLca.uk 
LONDON 

FEBRUARY 23 8. 24 

The IHh Annual FT New Nledta & 

B roa dcas tin g Co nference 

Speakers include: 

The Ri Hon Chris Smith MP. Secretary 
of State for Culture. Media and Spoil. 
Mr Richard Eyre. Independent 
Tele virion Association. Mr Stewart TUI, 
Poll gram Filmed Entertainment, 
Me Patricia Hodgson. BBC 
Enquiries; Sian Fahcoun 
Tel:t44 171 8962626 
Fax: 444 171 89b 2696 
E nurfl- slanl@>peanan-pRM»m 

LONDON 

MARCH 2 & 3 
FT Power In Asia 

Focuaing on Asia’s financial turmoil 
and its effect on the region’s power 
sector reform programmes, this 
conference will examine the new and 
dramatic challenge* facing promoters of 
independent power projects. 

Enquiries: Lucinda Roberta. 

FT Con fere n c es 
TO: 444 171 896 2120 
Fax; 444 17! 896 2696/2697 
Email: lumndar@pear»n-pnjgcom 

LONDON 

MARCH 3-4 

The Added Value Finance 
Function 

Now that more basic functions are 
outsourced, this conference exami n e* 
ways in which renter finance executives 
are inacasangfy focusing on higher value 
added, decis i on support activities to serve 
strategic business irtijectiva. 

Contacc Jane Miffs 

TO: 0181 S793355 Fax: 0181 B791I22 
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MARCH 5 & 6 - 

The 4th Anrual Worid Sfeol 

Conference , 

Senior Executives from Kobe Steel. 
Ltd., Ufinor, Arbed, Birmingham 
Steel Corporation, German Steel 
Federation. Trans-World (Steel) 
Limited, Metalsnusia und CSN Steel 
will address this FT Conference, 
otpnised with CRU International. 
Enquiries: Lucinda Roberts, 

FT Conferences 
TO: 444 171 896 2120 
Fax: 444 171 8962696 
Email: ftc@pearBD-proxotn 

LONDON 

MARCH 05-08 

THEEC0N0MSTCCr«eOlCES 

Kej Operatfag and Investment Issues 
in Ukraine 

Second Annual Conference 
For further mfonnatiou ccntacc ■ 
MsGertmdede Leop ar dis,- . 

Ms Monika Davies, . 

The Economist Cunfercncea 
Tel: [43.1)712 41 61 0 ' 

Fax: (43.! >714 67 69 

Hotel In ur-Con (factual, VIENNA 

MARCH 10-T1; ’ - 7 >• 

The 2nd Mematidnai Aocoirtfrig 
Standards Conference 
I998‘* most influential conferenc e on 
IASs. World class spe ak a s Emm global 
companies, regulators end accountancy 
firms will discuss the implications and 
issues far multinational faumess arising 
from applying IASs. Planned in 
assoc iation'wirh the International 
Accounting Standards Coturoittee. 
Organised tty fCAEWsnd supported by 
FEE. Contact: Nicola Pin 
TO: 0181 332 0044 Fax: 0181 3320874 
Email: Toudmoucgibinteriwtccra 

BRUSSELS 

MARCH 16 &17 ' ; 

FT Worid Pharmaceuticals - 
Conference 

Confirmed speakers at this major FT 
conerence, arranged with Coopers ft 
Lyfcrand. include Mr Ernesto BotsrelU, 
Ares-Sercno. Dr Wiffiam Bogie, Medeva 
PLC, Mr Run W B rarer, Saaofi Fterma 
and Mr Timothy G RotbwelL Rhdne- 
Rxifamc Rner fare. 

Enquiries: Sarah Gibb, FT Conferences 
Td: +44 171 896 2639 
Fax: 444 171 896 2696 
Email; sarahg@peai3on-pro.ooa> 

LONDON 

MARCH 2G &Z7 
Medterranean CapHol Marinis 

The British Government, as Presidency 
of the EU. is pleased to announce this 
major two day conference, supported by 
the European Commission and FT 
Conferences, examining test-growing 
capital markets of the Southern 
Mediterranean region. Speakers 
include; Mr Eddie Gemge, Governor of 
The Bank of England. Dr Yotusef 
Boutros-Ghali, Minister of Economy. 
Egypt, Mr Audr6 Azoulay. The 
Counsellor to His Majesty King Hassan 
Hof Morocco. 

Enquiries: Sian Fancoort 
FT Conferences 
Td: 444 171 896 2626 
. Pax: 444 171 896 2696 
Email: shuf@pearsocHpn>xom 

L ONDON 

MARCH 31 -APRIL 1 
Strategic Performance 
Measurement 98 

Our 3rd annual, performance 
management conference helps you 
pinpoint the correct balance of 
measures, link them to your strategic 
objectives and address tee behavioural 
issues that can prevent effective 
measurement. 

Contact: Jane Mills ’ 

Tel: OI8I 879 3355 
Fax: 0181 879 1122' 
Ennikjimejiiills^jibuBneaE-inKlhgsKecouik 
LONDON 

APRIL 1-2 - 

Asset Allocation In a 

Changing World 

The world is changing or a rapid pace. 

Learn how to modify your' asset 

allocations to fit the evolving 

environment, keep updated onihe.laKsr 

developments, and acquire taels to 

improve allocation decisions. Contact 

AJMR in the USA at 

Tel: MSWJ 963-6880 eXL 123. 

Fax; 1 (804)980-3634 

Internet; http’JTwww’Jainicbtg 

LONDON 
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rfl^P^e article of faith 
. . B. ; amdpgfiusrta’s market 
. • B-- formers has been- that 
-Mi. the country's economic 
ills stem from its Soviet heritage. 
Smash the Soviet com ma nd sys- 
- tem, they argued, and the proMss 
of ."creative dertrnction" would 
u risharirie industry, unleash pri- 
vate enterprise and allow a mod- 
em economy to leap free. - 
jfa many respects, the reform- 
ers have succeeded beyond their 
bravest expectations. In the space 
of live years they, have privatised 
the bulk . of Russian industry and 
entrenched the principle that 
capital must be spent where it 
earns the best returns, and not 
where a" befuddled bureaucrat 
desires. : : 

The values of Russian assets 
acid exports have exploded as the 
country has plugged into the 
world's capital, markets and trad- 
ing system. Russia’s streets, are 
buzzi ng again with small-scale 
private traders providing ' much- 
needed goods and services. 


Age-old disfigurements exposed 


Yet it also appears true that 
the more Soviet detritus the 
reformers remove from mother 
Russia, the more starkly they 
expose her age-old disfigure- 
ments. In 8 recent article, the 
Izvestiya newspaper compared 
life in contemporary Russia with 
that of a century ago and con- 
cluded, wearily, that many prob- 
lems seemed all too familiar 

“Reading about events in 
century-old publications, one 
becomes distressed and 
depressed: in Russia, nothing 
changes!” the newspaper opined. 

The superficial parallels with 
1898 are indeed striking. Then, as 
now. Russia was desperate to 
“catch up" with the west to 
assert its position as a great 
power. Yet its grand ambitions 
were hampered by a distorted 
industrial base, an inefficient 


DATELINE 


Moscow: When 
compared with life 
a century ago, 
the problems of 
contemporary 
Russia seem ail too 
familiar, writes 
John Thornhill 


agricultural sector and demo- 
graphic imbalances. 

Then, as now, the underpin- 
nings of an efficient market econ- 
omy were weak. A malleable 
legal regime and the population’s 


poor conception of property 
rights made investment a risky 
proposition. The government's 
shaky fiscal regime left it 
unhealthily dependent on foreign 
loans to finance infrastructure 
spending. 

Moreover, Tsar Nicholas Q, just 
three years into his ill-fated 
reign, remained ambivalent 
about the entire modernisation 
project being pursued by Sergei 
Witte, his dynamic finance minis , 
ter, and constantly undercut 
important reforms. 

As Theodore von Laue, a Ger- 
man historian of the period, 
wrote: “If the government was 
ever to be relieved of the 
unwanted responsibility of eco- 
nomic development, there had to 
be sufficient accumulation of cap- 
ital in private hands - and in the 
most competent hands available. 


The Monday Profile: Jack Sandner, Chicago Mercantile Exchange 

Open outcry rules - for now 


F7Warti?»rw» 


H ow did you learn 
maths?" demands 
Jack Sandner, chair- 
man of tiie Chicago 
-Mercantile Exchange, one of the 
. two big .US futures markets. His 
telltale . trader’s arms wave 
wildly: -“They, gave you word- 
sheets, and you got 9,000 of these 
Utile problems. Totally unexdt- 
'ing. But today, you put a little 
. * CD-ROM called a mafhsblaster on 
[the computer], and kids don’t 
even know they did SO problems." 
When it conies to electronic 
- trading systems, he contends, 
-futures traders may be no differ- 
ent. -“Now a [computer] screen 
which excites an upstairs' trader' 
is not what excites the local 
[independent . trader]. Maybe, 
when someone offers ‘1D0‘, there 
should be a voice which comes 
out, screaming ‘100 at even 
money'. Or maybe offers should 
pop up. like in -a pit ... 100 here, 
100 here^ ' you should be playing 
with a joystick, to pick then off." 

Sandner, who has been in the 
hot seat at the Merc for 23 of the 
17 last years, is -picking his way 
through the thorniest subject, to 
confront the futures industry 
-and one threatening to alter its. 
structure radically. 

For decades, trading has been 
conducted by .“open-outcry”, 
where traders stand in a pit, and . 
flash buy and .sell si gnals to each 
other.. The system, looks chaotic, 
bntis highly efficient- Essential 
to the process are “locals", who 
make their living; through a large 
number of smaTEtrades, thus pro- 
viding liquidity. But how technol- 
ogy is beating on thedoor. 

Some’ CME members see elec- 
tronic trading as an inevitable 
development to be embraced and 
exploited before competitors gain 
an edge. Others fear it will 
destroy their livelihoods. 

Sandner has attempted to 
straddle that divide. It has not 
been easy;. The CME saw volumes 
rise 13v4 per cent last year, but 
still fall short of 1994’s record. 
The exchange, which ranks sec- 
ond to the' Chicago Board of 
Trade, has slipped into third 
place Inter nationall y, behind the 
London International Financial 
Futures and Options Exchange. 
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By nnd-1997, seat prices - the 
ticket for admission - were half 
that three ^yeais earlier. 

StflL Sandner argues that until 
an electronic system is developed 
which can involve locals, open 
outcry rules. Diplomatically, he 
does claim to be looking for a 
more sophisticated electronic 
solution. The issue was raised 
with Bill Gates when the Micro- 
soft boss was in Chicago, he says. 
Only last week, a team of experts 
from MCI were in his office, dis- 
cussing the challenge. Game-type 
software - a la mathsblaster - 
may yet prove a fruitful avenue. 

Even so. don’t such inquiries 
come rather late in the day? 
“With hindsight, yup, you can 
say we should have done this five 
years ago," he concedes. 


“But then going back about 
eight years ago - and I was there 
- we were trying to develop a 
rrmtohinp system to trade after- 
hoars, and that was the first of 
its kind for futures." 

To an extent, this issue will 
cease to be Sandner’s headache 
next month. Due to term limits, 
he will give up the CME chair- 
man’s job, although remain on 
the exchange’s board. But the 
departing chairman is the first to 
admit this is only part of the 
challenge he hands on. The CME 
has grown substantially ova: the 
past 20 years yet its governance 
system has barely changed. “Our 
board is about 37. Can you imag- 
ine? We have 80-something com- 
mittees - and a couple have 40, 
SO, 60 people cm them.” 


His own suggested remedy is a 
“much smaller policy making 
board", plus four “quadrant 
boards" to look after issues 
related to the four main areas of 
CME business - agricultural con- 
tracts, fixed interest, equity- 
related and currencies. 

More radically, be thinks the 
CME should review its basic 
organisation. “I think we should 
also explore the structure of this 
institution, from not-for-profit to 
for-profit” be says. "When you're 
bead of a for-profit institution 
you’re measured totally by the 
bottom line. You become tremen- 
dously efficient and you have a 
much wider base of ownership, 
which usually makes your entity 
more valuable." 

This seems to echo the demutu- 
alisation trends among finan cial 
institutions from Insurance com- 
panies to stock exchanges. Sand- 
ner agrees. “Other people who 
did it aren't stupid. They did it 
for reasons. One is capital forma- 
tion. I think the capital 
needed ... to make [us] cost-effi- 
cient and so keep the trades at 
the exchanges, is a huge, huge 
number. You could be talking 
about $lbn, to really produce the 
global networks necessary." 

That, he says, also argues far 
consolidation among exchanges. 
“If you become for-profit, you do 
it to expand your capital forma- 
tion. Or you merge with the 
Board of Trade, like a WorldCom/ 
MCI to create the capital base 
and the unified products." 

The very suggestion of a CME/ 
CBOT merger draws raised eye- 
brows in Chicago, where traders 
see deep-seated rivalry and two 
very different cultures. The 
exchanges have yet to agree on 
even a common clearing system, 
though this is the subject of 
ongoing talks. 

“I think well get that done," 
says Sandner, although he adds 
that "one things which makes it 
difficult is that we do compete in 
a way that is probably not pro- 
ductive". A merger, he contends, 
may make it easier. "If you were 
merged, succ es s for one is suc- 
cess for the other.” 

Nikki Tait 


“Let the businessmen get rich, 
the argument ran, so that they 
could take over the Job of eco- 
nomic development. Whether, of 
course, they were capable of 
doing the job was another ques- 
tion." 

Certainly, Anatoly Chubais. 
Russia's leading contemporary 
reformer, must feel more than a 
pang of empathy with Witte. 
Periodically undermined by the 
Kremlin during the fickle presi- 
dency of Boris Yeltsin and con- 
stantly harried by a hostile par- 
liament, Chubais has had to 
douse as many political fires as 
he has fought economic battles. 

It Is also far from clear that the 
financial elite he has helped cre- 
ate will evolve from robber bar- 
ons into corporate builders - as 
the current situation demands. 
Witte’s problem, as described by 


von Laue, appears remarkably 
germane. 

Russia's rapacious bankers 
merely snigger as they quote the 
"first law” of Victor Chernomyr- 
din. the prime minister “We 
wanted things to md up better 
but they have turned out the 

same as always." 

But comparing any two periods 
of history is fraught with dan- 
gers. Russia is in many respects a 
completely different country 
from what it was in 1898 - for 
better and worse. 

Although there is no cultural 
elite today to compare with the 
creative talents of late 19th cen- 
tury, the overall standard of edu- 
cation is immeasurably higher. A 
largely illiterate peasantry was in 
Soviet times transformed into an 
educated, urban workforce - 
albeit at horrific human cost 

FT GUIDE TO: 


ALGERIA 


In addition, there is now a 
widespread recognition that 
Moscow can not be the fount of 
all political and economic initia- 
tive, as it was in both Tsarist and 
Soviet times. The gradual devolu- 
tion of powers to Russia's 89 
regions since the adoption of the 
1993 constitution is one of the 
more encouraging trends of mod- 
ern times, and quite unprece- 
dented in the nation's history. 

Besides, as Izvestiya points out, 
the comparison with 1898 is not a 
wholly gloomy one. Russia did 
not disappear at the turn of the 
century but survived to enjoy - if 
all too briefly - a spell of eco- 
nomic growth and a worthy place 
in the world. It was the first 
world war that brought all that 
shuddering to a halt. 

Even that knowledge, though, 
may provide one additional 
crumb or comfort to modem Rus- 
sians: it is hard to think of a time 
when Russia has enjoyed more 
peaceable relations with her 
neighbours. 


What is the Algerian conflict and how did it 
start? 

The roots go back to December 1991, when the 
Islamic Salvation Front (FIS) won the first round 
of Algeria's first multiparty legislative elections. 
The second round was cancelled by the army, 
which then banned the FIS and rounded up its 
leaders and supporters. The FIS took up arms and 
the crisis turned Into an armed conflict. 

What was the FIS about? 

The ultimate goal of its religious message was the 
establishment of a state based on Islam. It also 
campaigned against injustice and corruption and 
promised a better life for people who had been 
living under one party rule since independence 
from France in 1962. 

How has the conflict developed and what has 
been the government’s strategy? 

The army-backed government has followed a mili- 
tary solution. Attempts at negotiations with the 
FIS failed. The FIS tried to get together with 
Algeria's other secular parties and promised to 
abide by democratic principles but the agreement 
reached In 1995 - the Rome platform - was 
rejected by the regime. 

Instead, it tried to win back the lost legitimacy 
by bolding new elections without the FIS and 
with new and restrictive rules of play. Since 1995, 
Algeria held first presidential, then legislative and 
local elections - the last two massively rigged, 
according to the opposition - and has ended up 
with a former army general as president and a 
newly created pro-government party as the larg- 
est in parliament and in local councils. 

What happened meanwhile on the security fronts 
The violence worsened. Initial targets were secu- 
rity forces or intellectuals, teachers and foreign- 
ers; then the population at large in bomb attacks. 
FTOm late 1996 massacres became the norm. 

Why are civilians the main targets in this war? 
Each side tried to engage the population in its 
fight The government has armed an estimated 
200.000 people so far on the grounds that it cannot 
put a soldier behind every bouse and that fighting 
terrorism requires that people stop sheltering and 
feeding the armed groups. But these people are 
put under pressure by the armed groups to help 
them and are punished when they stop. 

Who is officially responsible for the violence? 
Much is blamed on the G1A - the Armed Islamic 
Groups. These extremists form several groups, 
some of which splintered from the FIS and claim 
to be fighting the regime as well. The armed wing 
of the FIS, the Islamic Salvation Army, is known 
to have targeted mainly security forces and is not 
blamed for massacres or other terrorist activities. 
It declared a ceasefire last October. 

The GIA are believed to be indoctrinated by a 
extremist vision which considers that all those 


not with them are government allies and non- 
Moslems and and thus can be e limina ted. 

Why are there appeals for investigations? 

The government's version of events and its deter- 
mination to end the bloodshed have been put in 
doubt recently by human rights organisations, in 
particular following three huge massacres last 
August and September on the outskirts of Algiers, 
in which the army appeared to stand by while 
hundreds of civilians were killed by armed gangs. 

The FIS and other observers have claimed that 
the GIA are infiltrated and manipulated by fac- 
tions in the regime with a stake in keeping the 
violence alive and using it to settle internal dis- 
putes. This is strongly denied by the government 

There have also been suspicions that part of the 
violence is linked to banditry, tribal vendettas, 
GIA attacks on FIS supporters, and attempts to 
drive poor peasants off their land. Self-defence 
militias have also been accused of involvement in 
the killings, a claim the government a gain denies. 

Why is the violence so brutal? 

Algerian history has taught Alge rians that con- 
flict is resolved through violence. After 130 years 
of brutal French occupation, it fought a savage 
war of independence, after which single party rule 
left Algerians feeling angry and marginalised. 
There are strong elements of revenge in the con- 
flict, so whole families are often wiped out It is 
also about spreading terror among the population. 

Why has the world only now taken notice? 

The scale of the massacres and their frequency 
have have finally caught the attention of the 
general media and non-governmental organisa- 
tions. The Algerian government has kept a tight 
lid on security information and often tried to 
understate the level of the violence. And since 
Algeria is considered a dangerous place for jour- 
nalists as well as foreigners, very few went there 
before 1997. Journalists’ limited access to the 
country has left the conflict until now largely 
unreported in the international media. 

Has the west ever done much to help bring an 
end to the conflict? 

Western governments have backed the regime, 
with debt reschedulings and aid from the Interna- 
tional Monetary Fund, with the expectation that 
bolstering the government will bring an end to 
the killings. Today, they do not believe the 
regime's survival is threatened as attacks are not 
on oil and gas areas - Algeria is a major supplier 
of gas to southern Europe - and the state contin- 
ues to function. But now western governments 
are under pressure from public opinion to show 
some initiative. The European Union is set to 
send a mission to Algiers, while the US has called 
on the government to allow independent assess- 
ments of the human rights situation. 

Roula Khalaf 
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Gerard Baker • Economics Notebook 


I t is well known, especially 
among its detractors, that 
the US is a seriously 
unequal society. For all its 
success hi the part few years in 
creating jobs, streamlining its 
companies to meet the chal-' 
lenges off global competition and 
controlling inflation, the already 
vast inequalities between Amer- 
ica's rich and poor have widened 
still farther.' ' 

But what" are the sources, of 
that disparity? Are they, as crit- 
ics of the American model argue, 
that the US is an inherently 
rrnfah- society in which raw mar- 
ket forces 'have fostered the cre- 
ation; of a dispossessed under- 
class; made up heavily .of racial 
minorities and women in low- : 
paid jobs? - 

Or is the mcplanation rather 
different that the. US is essen- 
tially an equitable society..-., 
where the' large 'inequalities 
merely reflect differences in abil- 
ity: and contributions to overall 
economic welfare? ' -‘ 

Deno- 

crat' administration occasionally 
■tries tb danjr- it there is tittle 
doubt tha t . Ineq ualit y .has' wid- 
enedinthe past decade. :Wealth 
and in com e . gaps had, been nar- v 
rowing for’ most of the post-war v 
period until the Ragan era of 
tiie .:1980s, j T he.; 1980s trend 
towards a;, reopening ■ of the 
wealth : gap ‘ seems ' tb have been 
arrested -In the 199Gs, presmn- 
ably as va reflection of broader 
stock ownerehfpL. lhe richest i 
per cent ofifce population owns 
about ffl'per. cent of. total net 
wealth; 7 down, from -.toe 37_per 
Twjtf reached infiS89.' . 

; differences have 

continued to . grow; throughout 


Inequality’s unfair critics 

Labour patterns suggest a trend towards meritocracy in the US 
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most of the 1990s. While the 
average- worker’s real income 
has been broadly flat for most of 
the decade, those at the top have 
enjoyed significant advances. 
The ratio of the earnings of the 
- top 10 per cent of income earners 
to the median increased from 2 
-to 2.2 between 1993 and 1995 
atone. 

The factor generally credited 
with having driven this widen- 
ing Inequality . Is the changing 
nature of demand for labour. As 
globalisation has sent lower- 
skilled Jobs overseas, the econ- 
omy has restructured towards 
higher-skilled, higher-paid jobs. 

The transfonnation has been 
: remarkable. Professional, techni- 
cal -V ^and managerial jobs 

accounted for just one-sixth of 

the workforce in 1950. By 1995 
that had risen to one in three. 

This, demand for skilled labour 
.has placed a much higher pre- 
mium on educational attain- 
ment Generally speaking, work- 
ers who. have sprat more time In 
full-time .education, earn signifi- 
cantly higher wages. As Robert 
Lanaan, a professor al econom- 
ics American University iu 
Washington, argues in a recent 
paper*; detailed analysis of these 
trends supports the view that 
the US is becoming a fairer sod- * 

rty. : ' : 

As the - table shows, in the 
period 1984r95 there was a dear 
correlation between educational . 
attainment and real wage-' 
increases. Employees with some 
postgraduate education, for 
example; secured' an 11.7 per 
cent increase over the period, 
while -high school drop-outs’ 
earnings feU L5 per cent 
But that widening gap does 
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not necessarily mean there has 
been a growth in overall inequal- 
ity. Those with better qualifica- 
tions, for example, now account 
for a much largo* proportion of 
the workforce - measured by 
total hours worked - than they 
did 15 years ago. 

Put simply, that means more 
people are going to college, coun- 
teracting the widening income 
levels between better and less 
well-educated workers. 

But the most striking changes 
have been the narrowing of dif- 
ferentials. within each category 
of educational achievement, 
based on race and grader. 

As the table -shows, women’s 
pay increased much faster than 
men's. ' 

Even more graphically, at 
almost every educational level 
the largest increase in wages 
were achieved by black females, 
while the smallest increases - 
often actual declines - were 
recorded by white males. 


Even though educational qual- 
ifications grew in significance 
over the ll-year period, black 
female high school drop-outs 
managed to record a larger 
increase in their real wages than 
white male college graduates. 

Looking at women alone, the 
percentage wage differential 
between blacks and whites 
dropped in every category, 
except, curiously, for high school 
graduates. The largest decline 
was among high school drop- 
outs, where black women fared 
substantially better in the period 
relative to white women. 

But even greater strides were 
made by black men relative to 
white men- AH categories, with 
the exception of college-educated 
males, recorded a substantial 
closing of the gap between 
blacks and whites. 

Most impressive was among 
the largest group - high school 
graduates - where the differen- 
tial between white and black 


men's wages narrowed from 24.6 
per cent in 1985 to 8.3 per cent in 
1995. The deterioration of rela- 
tive wages among the less well- 
educated in the period was, in 
fact, concentrated heavily among 
white males. 

These figures, of course, apply 
only to employees. They do not 
measure the extent to which 
inequality has changed by gen- 
der and race If the unemployed 
are included in the analysis. But 
since unemployment has fallen 
sharply, especially among blacks 
in the past few years, it seems 
probable that overall racial 
inequality has declined. 

The data clearly suggest that 
the overall picture of widening 
inequality is not as it is some- 
times portrayed. 

indeed. Prof Lerman argues 
that the developments suggest 
the US has become much more 
meritocratic in the past 10 years, 
a factor that may have played a 
role in stronger economic perfor- 
mance. 

“As employers have come to 
attach a higher priority to educa- 
tion, criteria such as race and 
gender, which should be irrele- 
vant in the labour market, have 
become less important," he says. 

Mme significantly, the increas- 
ingly free- market nature of US 
labour - widely berated by Euro- 
peans and Japanese as damaging 
overall welfare by. increasing 
inequalities - may in fact be 
eliminating some of the non- 
economic factors that have tradi- 
tionally distorted US and other 
labour markets. 

* Meritocracy without Rising 
Inequality, Robert L Lerman, The 
Urban Institute, 1997 I 
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MANAGEMENT 


E nthusiasm for the truly 
“virtual" company - in 
which every single 
aspect of the business is 
run by autonomous suppliers - is 
mostly co nfin ed to management 
theorists. Practical examples 
have been difficult to find. 

One sector that is making 
headway with this radical 
method of r unning a business is 
the pharmaceutical industry. 
Two years ago, Roche, one of the 
world's largest pharmaceutical 
companies, calculated that it 
could shave as much as 40 per 
cent off the cost of developing a 
drug - typically hundreds of mil- 
lions of dollars - by adopting a 
virtual business model. 

In the s umm er of 1996, Roche 
put this idea into practice. It set 
up a subsidiary, called Proto- 
digm, with responsibility for tak- 
ing three drugs - for Alzheimer's 
disease, traumatic shock and can- 
cer - through clinical trials. 

After a year and a half, Proto- 
digm believes it is on track to 
meet its targets. So far, every 
milestone has been met or bet- 
tered, according to Jon Court. 
Protodigm r s managing director. 

The company subcontracts its 
work out to as many as 20 suppli- 
ers for each drug. This is super- 
vised by just eight directors and 
one administrator. Once the 
drugs have been submitted for 
regulatory approval, they will be 
handed back to the parent com- 
pany for marketing. 

How can this small group of 
managers hope to cut costs so 
significantly? For one thing, they 
can strike hard bargains with 
suppliers; for another, they can 
cut costs and time by keeping 
overheads and bureaucracy to a 

minimum. 

These ideas are not new. Some 
industries have always tended to 
favour virtual structures. Prop- 
erty development, for example, 
has always depended on putting 
together small teams of contrac- 
tors, surveyors and architects for 
individual projects. 

But there is no doubt that 
these ideas are becoming increas- 
ingly popular. 

In a survey by Andersen Con- 
sulting and the Economist Intelli- 
gence Unit last year, 42 per cent 
of the 350 respondents predicted 
that, in the future, their compa- 
nies would operate in a wide net- 
work of alliances and relation- 
ships with other organisations. 

The driving force behind this 
trend is that companies recognis- 
ing they cannot do everything for 
themselves when faced with 
greater competition, growing cost 
pressures, faster technological 
change and the increasing need 
for more marketing muscle inter- 
nationally. They also believe that 
small, nimble suppliers 


O ne of the hallmarks of a 
virtual organisation is a 
heavy reliance on 
information technology. 
Protodigm is no exception. “We 
are putting a lot of time, effort 
and money into IT," says Jon 
Court, its managing director. 
“Our goal is seamless 
communication of voice, 
documents and schedules." 

To keep down its overheads, 
Protodigm does not employ a 
secretary. Its telephone system 
automatically screens calls by 
asking callers to identify 
themselves at the outset. The 


Vanessa Houlder looks at how the pharmaceuticals 
industry is developing the ‘virtual* company 

Prescription for 
cutting costs 



save time and money by 
cutting out bureaucracy. 

“We are Easter because we are 
less bureaucratic and we live or 
die as a service company", says 
Edwin Moses, managing director 
of Oxford Asymmetry, a rapidly 
growing UK contractor to the 
pharmaceuticals industry. 

Advances in information and 
communications technology have 
made it far easier for a network 
of autonomous companies to 
work together. The availability of 
high quality suppliers has 
increased as Job losses in large 
organisations encourage experi- 


enced staff to leave and 
set up as independent suppliers. 

Many of these trends have been 
particularly prevalent in the 
pharmaceuticals industry. More- 
over. the pharmaceuticals indus- 
try's need to generate new prod- 
ucts makes it susceptible to these 
ideas. 

Over the course of this decade, 
hundreds of alliances have been 
forged between pharmaceutical 
and biotechnology companies, 
which offer skills and a culture of 
innovation that the pharmaceuti- 
cal giants sometimes lack.. 

A survey by PA Consulting 


three years ago found that 
research and development out- 
sourcing in the pharmaceuticals 
industry was expected to 
Increase by 30 per cent over the 
next five years. “Attitudes are 
changing." says Steve Bone, 
director of business innovation at 
Generics, a Cambridge-based con- 
sultancy. 

“Some very large pharma com- 
panies are planning to do virtual 
R&D. It is an attempt to make 
their people more entrepreneur- 
ial and more outward looking." 

But there are potential hazards 
with the virtual model. Can a 


Workplace of the future 


directors can be contacted 
anywhere and calls redirected to 
other people. The emphasis on 
electronic and voice 
communications means there are 
fewer letters to write or file. 

Secure computer networks 
play a crucial role. Protodigm is 
developing a “virtual private 
network", which will allow 
suppliers and customers to have 
access to relevant information, 
while ensuring that only a 


specified amount is divulged. 

A truly virtual organisation, 
which relies on electronic links, 
might not need a headquarters. 
Bat Protodigm has found that 
not only does It need an office, 
but that the office character has 
made a difference to its success. 

The company, which is based 
in Hemel Hempstead, near 
London, started in serviced 
offices. “At the outset the 
serviced accommodation sent out 


the right sort of message that we 
were a cost-conscious new 
initiative," says Dr Court 

Bat the cramped, uninspiring 
base did not help build team 
spirit With heavy travelling 
commitments and the 
opportunity to work from home, 
the directors found they spent 
little time together. 

A need to foster a more 
welcoming atmosphere, coupled 
with a desire to signal the 


very small staff offer enough 
expertise to guide a drug through 
trials? Dr Court is convinced that 
it ran. “Being able to ask the 
right questions is the key thing," 
he says. “Between the nine of us 
we have 150 years of drug devel- 
opment experience." 

Vanguard, another virtual 
pharmaceutical company, started 
in 1992 with four people and has 
expanded to. 50 people. Although 
it still contracts out a D its work, 
it has needed to employ more 
managers to ensure it has suffi- 
cient in-house expertise to super- 
vise the contracting-out process. 

Intellectual property is another 
potential problem. Traditionally, 
pharmaceutical companies have 
been extremely secretive about 
the processes they use to make 
their drugs. 

Dr Court says he has no reason 
to doubt the discretion of Proto- 
digm's suppliers which, he points 
out, also have confidential infor- 
mation of their own. “We want 
them to feel like partners. We 
have to trust each other.” 

He thinks that, traditionally, 
pharmaceutical companies have 
failed to get the best out of their 
suppliers because they are “hell 
bent on protecting their know- 
ledge about the product". 

Security is not the only reason 
for restricting the sort of R&D 
that is farmed out to suppliers. A 
company may damage its 
long-term potential by outsourc- 
ing certain aspects of its work, 
instead of nurturing its own 
capabilities. For When IBM 
launched its first PC in 1981, it 
outsourced its operating system 
development to Microsoft. This 
appeared sensible at the time - 
but proved costly in the long run. 

Another factor that will influ- 
ence the success of the virtual 
model is the state of the relation- 
ship between a large number of 
self-interested players. 

Writing in the Harvard Busi- 
ness Review in 1996, Henry Ches- 
brough and David Teece of the 
Haas School of Business pointed 
out that co-ordinating a lot of dif- 
ferent parties can be difficult, 
particularly if something goes 
wrong. By contrast large organi- 
sations do not generally reward 
people for taking risks but they 
do have established processes 
for settling conflicts and co- 
ordinating all the activities nec- 
essary for innovation. 

Virtual companies can move 
faster, work harder and take 
more risks than conventional 
organisations. But the Incentives 
that make a virtual company 
powerful also leave it vulnerable, 
they argue. 

“While there are many success- 
ful virtual companies, there are 
even more failures that don't 
make the headlines." 


company's confidence in the 
future, prompted it to move. 

The result looks more like an 
advertising agency than a 
pharmaceuticals company, 
according to Farrol Goldblatt, 
design manager of Morgan 
Lovell, which designed the 
offices. Wicker arm chairs and 
sofas occupy the centre of the 
office, which is decorated in 
reds, bines and yellows. “It looks 
professional, different and there 
is a really quite relaxed 
atmosphere about the place,” 
says Dr Court. “It is a design 
that reflects us as a company.” 
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VHOary CroppeTjoined FI Grpup 
in 1985. foUowinB ajxxr&rat ICL ■ 
and GEC. In 1987.she became^ :} 
chzif executrix Ae! . 

irjurmation technology group 
that was faunded by Steve 
. Shirley and originally employed 
freelance women programmers. ■ ? 
The company, which is based in . 
HUmel 'Hempstead, near London, 
had a turnover of £99m th die 7 V 
year to. last April It hdsheen - , r~: 
partly atoned by ilsemployees - 
since 1391. • 

My style is tied up with 
the cnlture ofetoptoyee . 

ownership^ which has J 
profoundly changed • . . 

■sSr-* this place. It affects 
every decision ! take. I feel ihaf 
I am w orking for the 
employees, not that they are . 
working for ine. They could 
probably vote me off the board 
if they wanted to. ' 

There is a lot of talk about . 
leadership but if you are going 
. to be a leader, you need 
followers. There has to be * 
something to il for them. What 
employee ownership does is 
make it. very tangible, - . 

Everyone has their say when' 
it comes to mak i n g decisions. 
There is a real strategic, debate? 
that goes Tight through the- 
organisation, from the bottom - 
up and the top down. I believe - 
to not having secrets. 1 You can 
xml y get an organisation which - 
is all p ulling in the mth* 
direction ami sharing to a 
.culture, if there Is * huge 
amonnt of openness. 

The changes to this 
organisation look more . 
dramatic from the outside than 
the insideu FTs workforce used 
to be made up of women 
working part time from home 
or the dfenfs premises. I 
personahy did not think it 
could last when! got here. I • 
surveyed everyone— the 
customers, the people inside, 
the suppliers. It was apparent 
that the company was not 
going to grow with the existing , 
structure. • 

What most of the employees 
wanted was flexibility, rather 
than the ability to work at 
home. Part of the reason we.: 
work is that we want social 
contact. We want to get out mid 
be with people. 

We set up six or seven offices 
in leading conurbations, so. we 
could bring work near to where 
people were living. There is a 
big degree of flexibility Tor the - 
people who work here. If you 
want to work two days at home 
you can. You do not have to 
conform to a particular pattern. 

Another way to which FI 
Group is different is that we 
have nearly equal numbers of 



iriesi and; Women at pretty inneh 
every level! It Is partly fir legacy.-; 
. of befog an aB- woman - 1 
organisation; If it hadn^V/V.V ' 
started outthat way y ifwmiliV: : 

. be quite dffficuK to createTL- .V 
: Our intention. fete keep an; ; ;\ 
equal proportion of mrai aM ^ ! 
women.- We recruit gradmrfes‘? : . : 

. from any discipline, not just - : 
from computer sci ence courses. 
We find it easier to recriffi! ... 
women, than the rest of the! 
industry becansethey cahsee ! 

• there are women at eyeryjteveL : 
They know tbeyhave a better 
chance of developmenEv>-5 
I think there is a - ^ jfc.-. 

rubbish talked about the : W.-; 
different management stytesrof 
men and women-Some - •' 
organisations are very inacho. „ 
R can bci very destructive^ Most 
women don't want to pfay fike~ 
that and opt ont. But ifyoo put 
men »nS women into.V 
co-operative ravuonment, tiiey ' 
behave id the same way. Here 
wehavea very team-oriented . \ 

' culture.. it is about co-operation 
ratherthancfunpetitlon. I- .} if.' 
think men behave differently 
here, they are Tar inore : .' • * 
outgoing, they share more.' 

• . I manage my time very : ' : •;* ; 
carefully. Lain disciplined V 
about 'allowing mysdf real^ : ,^ 
thinking time. 1 tttaostneyeri 
work during weekends and 

holidays. It.is 'essential to come 
back fresh.1 never.caH people . 
at weekends or in the evenirig. ■ 
Another thiog that makes a 
bigd^iCTceisusiiig. ! 
■outsiders. Chirfexacutiye Is a 
lonely job. Outsiders don’t have 
an axe to grind. Wense London '• 
Business School professors ai 
external canstotimte They.:, 
facilitate team decisions, - '" „ 
HavtogreaDy strong 
non-executives is very valuable. 
They bring a lot of experience 
and objectivity. They tell you. 1 • . 
when you are : ' • \ 

getting it wrong:!.' 
also have one or tiro 
external . - 

appointments. j 
Getting a different 
perspective ■ 
is vital. ‘ . 

■Irite^cwby 

VanessaHdiuidei 
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TO SAVE THE 
RAINFOREST WE 
PROVIDE TREES 
TO CHOP DOWN. 


Is matrix management 
a recipe for chaos? 
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Dear Professor Hunt, 

Our new chief executive has been 
turning the company upside doom 
and the process has been traumatic. 
The old reporting structures have 
gone - instead we now have much 
looser ‘'matrices' \ If you try to pm 
doum the management consultants 
who are advising him about how it's 
supposed to work, they answer with 
terms like " dual axis " and “ self regu- 
lation". The whole tiring looks to me 
- as one of the managers who has to 
implement the new structure - like a 
recipe for chaos. Are matrix struc- 
tures likely to be a passing fad? I've 
read that seme companies are already 
abandoning them. 


to the local tiUagrs are 
reach [nr harvesting ui only tier yon 
Where Revs are chopped 
down for use m cauHtrueDon. a> in 
Pakistan, we supply 
last growing local pme species. 
The idea behind 

all our work a chat rainforests used 
wisely can be used forever 
Wme in ihe Membership Officer 




Professor Hunt replies: 

Matrix structures have been with os 
for centuries, though many Ignorant 
consultants think they are new. Any 
family is a matrix in the sense that 
there are potentially two bosses, the 
mother and father. Government 
departments have been operating 
dual authority structures - with 
civil servants reporting to their per- 
manent head and to a minister of 
state - for more than 100 years. 

Some designers of organisations 
regard matrices as flawed and unsta- 
ble because of the ambiguity that 
arises from two reporting lines. Oth- 
ers argue that their looser structural 
form has advantages: it brings the 
service provided much closer to the 
customer or client; It focuses on per- 
formance, with peer pressure, rather 
than formal systems and procedures 
controlling behaviour; and the 
matrix liberates teams and individu- 
als to make decisions, be creative 
and behave in an independent, adult 
way. 

Take the example of the operating 
theatre. The way it works evolved 
because traditional hospital design 
is organised around professional 
affiliations, rather than patient care. 
If we look at the organisational 
chart of a hospital there will be func- 
tions called Medical, Nursing, 


John W. Hunt 

Advises 



Accounts, Consultants, and so on. 
To get treatment, the patient usually 
goes from one professional group to 
the next It is not surprising that the 
hospital trolley has become such a 
famous form of transport 

But in the operating theatre, mul- 
tiple services for the client must be 
delivered simultaneously. The trol- 
ley is stationary and a matrix team 
oife rates on your body. The matrix 
will include a team leader, usually 
the surgeon, and specialists from the 
various vertical blocks who bring 
their skills to the patient. Each pro- 
fessional reports to the head of his 
or her function 
(axis 1) and to the 
team leader (axis 
21. The structure 
is designed to 
react to time pres- 
sure and an 
uncertain envi- 
ronment. The sur- 
geon and the team 
are not sure precisely what is going 
to happen, therefore their jobs are 
described rather vaguely so they can 
improvise. You call this a recipe for 
chaos. I would call it a flexible struc- 
ture which relies on the experts in 
the team contributing their skills if 
and when needed. No traditional 
structure could work as effectively. 

Turning to companies, interna- 
tional organisations sometimes run 
into trouble using matrices when 
they are trying to reconcile local and 
global objectives. Consumer prod- 
ucts companies such as Heineken. 
Ford and Unilever have marketing 
and human resource functions both 


centrally and locally. This means the 
marketing manager m. say, Singa- 
pore, has to report to two bosses - 
their geographic boss and the cen- 
tral marketing boss. 

Globally, it is unlikely you will get 
the market conditions which make a 
matrix structure effective in New 
York, for example, in all other parts 
of the world. 

But, overall, if you ask whether 
the matrix structure is the best 
design we can produce for uncertain 
times, the straight answer is yes. 


experts m unpredictable markets. 
Nor is it very effective, except when 
the company is small, in relating to 
the customer or client. 

So, if you are trying to get a 
matrix to work, what are the main 
points you need to keep in min d? 

First, matrices work best where 
the market is demanding. In a sta- 
ble, non-threatening marketplace, 
staff working in matrices 
begin to play political games; inter- 
personal skills, rather than 
expertise or merit, begin 
to determine who gets resources. 

Second, people working in matri- 


The traditional feudal 
model is not effective 
when it comes to 
handling highly 
complex tasks 


The traditional military or feudal 
model of one person one boss may be 
admirably effec- 
tive for simple 
tasks, a stable 
environment or 
vertical integra- 
tion of expertise. 
But it is not very 
effective when it 
comes to handling 
highly complex 
tasks performed by numerous 


ces need to understand that they 
will have a much less , stable set of 
relationships became the market the 
matrix is serving is less stable. Try- 
ing to write manuals to cover every 
eventuality is a nonsense. You either 
accept that this is an ambiguous 
structure, or you get out of 
it. 

Third, in some cultures where a 
feudal model of managerial control 
persists, it is unwise to introduce 
matrices. Alternatives are smaller 
units, more segmentation into divi- 
sional or local units, with overlays 
of matrices which affect only small 
parts of the .workforce.. . . 

Fourth, while I strongly suggest 
you do not produce massive mannals 
and attempt to turn the matrix into 
a bureaucracy, there need to be clear 
ground rules about what each axis 
can or cannot do. It should be possi- 
ble to document this knowledge on 
two pages. 

There are no correct .forms for 
matrices. They are dependent on 
people and what works for. one com- 
pany may not work for another. 
Thirty years ago it was a common 
belief that the hierarchical struc- 
tures of organisations were designed 
to be independent of the talents of 
the people involved. Indeed, Z can 
recall receiving a very low grade 
when I was doing my MBA for 
designing an organisation around 
the main players. My professor 
explained that structures were pure 
forms and it was people who mucked 
them up. 

Nowadays, any design consultant 
knows that while 'the design logic of 
working from strategy to objectives, 
targets, jobs and lateral thinking 
processes is enticingly seductive, the 
reality is that the design must suit 
the people Involved, not the. reverse. 

John W. Hunt is Professor of Organi- 
sational Behaviour at London Busi- 
ness School and a consultant to pri- 
vate and public sector clients. This 
column appears fortnightly. , 
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Nicholas Denton charts the online service's 12-year rise from small beginnings to market dominance 

the 



America Online 



time 
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: he defining moment 
• was just before 
. Christmas, when 
■ Ozzle Che elf. ani- 
mated star: of Santa's Home 
p^e .on America Online, 
hosted a -Saturday evening 
special na ABC-TV. 

America Online, known 
famfliarly as AOL. bad Just 
tmdBiftaed its status as the 
leading online service by' 
announcing that its world- 
wide: 'membership had 
passed 10m. And the group, 
already-four times the size of 
Microsoft's MSN. its nearest 
remaining rival, was cement- 
ing its market dominance by 
finalising the acquisition of 
the number two player, 
CompuServe. 

But. for symbolism, nei- 
ther of these landmarks 
could .- compare- - with the 
night when AOL's cyberstar, 
nurtured in the kids’ area of 
the online service, ventured 
unto one of the big three 
television networks. AOL, a 

scrappy 12-yearold company 
which as recently as XS93 
had only 300,000 members, 
has hit The big time. 

"It is all about eyeballs.** 
says Keith Benjamin, enter- 
tainment analyst at Banc- 
America Robertson Step- 
hens. "They spent a billion 


dollars, and they've got more 
than 10m eyeballs. They are 
now a major media com 
pany.* 

This prominence is recent. 
Steve Case, chairman and 
chief executive, co-t'uunded 
the company in 19S5. For 
many years it existed in the 
shadow of online services 
such as CompuServe, Prod- 
igy, and GENie from General 
Electric. But while its com- 
petitors had deep-pocketed 

The company's 
high profile makes 
it the focus of 
almost every 
complaint about 
. the internet 


parents. AOL had one deci- 
sive advantage: case of use. 
Floppy disks containing its 
software, including free tri- 
als, were distributed widely, 
often taped to the front of 
computer magazines. 

It was the first service to 
adopt a graphical user inter- 
face: users, often forced to 
type arcane commands if 
they used a competing ser- 
vice. could navigate AOL by 


clicking their computer 
mouse on virtual buttons. 
And. more recently. Mr Case 
has added to the company's 
understanding of viewers by 
hiring executives such as 
P.ub Pittman, founder of 
MTV. the music cable chan- 
nel. and now chief executive 
of AOL Networks, the com- 
pany's main division. 

In sum, AOL it consumer- 
friendly. Ted Leons Is. chief 
executive or AOL Studios, 
the cun tent origination arm 
of the group, relishes the 
mass market that many of 
AOL's competitors disdain. 
"You fundamentally have to 
like the audience." he says. 

The nsc of AOL has been 
punctuated by challenges. 
Microsoft appeared to be the 
uuc to topple the established 
online services when it 
launched Microsoft Network, 
later renamed MSN. and 
pressured personal computer 
makers into prumuting the 
servicM. And the advent of 
the v.-nrlil wide web - which 
was like an online service to 
end all online services, 
accessible through any 
access provider, open to uny 
creative effort - was widely 
thought to tlireaten ail pro- 
prietary networks. But 
Microsoft, experimenting 
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unsuccessfully with formats 
such os online soap operas, 
has largely failed to develop 
the entertainment sites nec- 
essary to attract a mass 
audience. 

As for the rise of the inter- 
net. AOL, which prorides a 
Ifateway to the web from 
within its own service and 
publishes some content on 
the open network, has only 
benefited from the public 
fascination in all things 
online. 

True, internet ventures 
such as Yahoo!, the leading 
internet navigation service, 
have emerged as would-be 
online competitors with 
AOL. Yahoo! is the most 


heavily trafficked internet 
site, with 50m page views u 
day - equivalent to, say. 10m 
visitors pulling down five 
pages each on average. 

But AOL believes it carries 
the equivalent of 10 times 
that traffic. It has left its 
online competitors behind, 
identifying its new counter- 
parts as the media conglom- 
erates such uf: Disney and 
Time-Wamer. ”1 do not look 
at il as if we have 5b pel - cent 
of the internet market.'* says 
Case. "I see us as having 10 
per cent of the households in 
the US and a tiny percentage 
of households in the world.” 

AOL's growth has not 
been without pain. In 


December 1996. tbe com- 
pany. which had charged for 
the time members were con- 
nected, offered unlimited 
access in the US for a flat 
rate of $19.95 a month. That 
pricing policy brought new 
users and encouraged exist- 
ing members to stay con- 
nected for longer. The result 
was that customers, unable 
to access the overloaded ser- 
vice, dubbed the company 
America On Hold. 

AOL says its network can 
now cope with the traffic. 
But the company’s promi- 
nence means any problems 
with e-mail delivery, for 
instance, are immediately 
picked up by the media. 


AOL's higb profile is a 
mixed blessing. The com- 
pany is the focus of almost 
every complaint about the 
internet, from a sexual pred- 
ator breaking into a chil- 
dren's forum to a page dis- 
playing a serial killer's 
poetry. 

AOL executives say the 
problem is that there is no 
such thing as The Internet 
Company, to which critics 
can turn. "It (the criticism] 
goes with the territory." 
says Mr Case. 

AOL has other weak- 
nesses. Most of its members 
use slow computer modems 
to get online. That makes it 
hard for AOL to move whole- 


heartedly into cable internet, 
the business of providing 
video and rich interactive 
entertainment through cable 
television networks. 

But Mr Case says: “I 
would not trade my cards in 
for anyone elso's. in the 
world of the net, there has 
been some naivety: the belief 
that, if you build a web site, 
people will beat a path to 
your door. But audience 
reach is a critical compo- 
nent. It is not a big surprise 
for people who come from 
the real world." 

One example of AOL’S 
clout is its boast that its tele- 
communications costs are 
about two-thirds that of com- 
petitors and that modem 
makers pay it to install com- 
patible equipment And AOL 
demonstrated its power over 
advertisers when it said Tel- 
Save. a discount competitor 
to AT&T, was paying SI 00m 
(£61m> to market 
long-distance telephone ser- 
vices on AOL. 

"AOL has control of the 
biggest internet audience 
chunk." says Mr Benjamin 
at Banc-America Robertson 
Stephens. "Size allows them 
to get a disproportionate 
amount of ad revenue - to 
extort money from anyone 
who wants to sell anything 
on the web." 

Media companies are also 
increasingly anxious to pub- 
lish cm AOL. It used to cele- 
brate when it persuaded a 
content partner to develop 
the service. Now publishers 
pay it for distribution, usu- 
ally in cash, sometimes by 
playing to the vanity of on 
elf called Ozzie. 


N ot long ago. much of 
the British food indus- 
try. seemed to. have 
lost its appetite for 
-generic advertising. Campaigns 
that produced lines including 
"Go to work on an egg", "Unzip a 
banana”, and "Drinka pinta 
milks day" seemed well past 
their sell-by dates. 

Only the Meat and Livestock 
Commission, with its two special 
characteristics -of having funds 
provided by. a statutory levy on . 
livestock farmers and of selling 
meat against a background of 
health fears, continued to -tun a 
significant volume of advertising: 
But now. the UK’s brand- 
conscious consumers are getting 
a new taste of generic ads. Today 
sees -the launch of a television 


Viewers tempted to an extra slice 

Consumers are due to get another taste of generic advertising. Alison Smith reports 


campaign, starring the comedian 
Paul Whitehouse, encouraging 
people to eat an extra slice of 
bread a day. It will run for 12 
weeks in tbe north of England: if 
successful in that region, it could 
be used nationally. 

This campaign follows a return 
to TV screens early last year by 
advertisements for eggs. There 
could also be a new campaign for 
milk. David Balfour, general 
manager of the National Dairy 
Council, sees a [rest enthusiasm 


for generic advertising. This 
comes partly from the success of 
a multi-million dollar campaign 
in the US. featuring celebrities 
with “milk moustaches", he says. 

For milk, as with some other 
traditional staple elements of the 
British diet, pressure to advertise 
comes against the background of 
steadily declining - or, at best, 
static - sales. 

Health concerns, for example 
about cholesterol or fat. are 
partly responsible, but so too are 


highly advertised rivals. Milk 
faces competition in the youth 
market from carbonated drinks 
such as Coke, Pepsi and Tango. 
For bread, tbe popularity of 
breakfast toast is up against 
heavily promoted cereal brands. 

Though there can be a place for 
marketing brands in tbe staple 
food sectors - both Hovis bread 
and Unigate milk advertise in 
their own right - such cam- 
paigns are not the complete 
answer far these industries. Even 


the biggest brand names do not 
so dominate the market that 
their own promotions have much 
impact on the sector. Equally, 
they can benefit from generic 
advertising that increases total 
sales, since they supply own- 
brand products for supermarkets. 

There Is some recent evidence 
that generic ads do increase 
sales. Chris Lamb, consumer 
marketing manager at the Meat 
and Livestock Commission, says 
sales of pork mince rose 60 per 


cent after the campaign launched 
last autumn to highlight the con- 
venience of the food. Amanda 
Baiden of the British Egg Infor- 
mation Service says last year's 
advertising took estimated con- 
sumption per person per week 
from 1.88 eggs early the previous 
year to just over two. 

The question of effectiveness is 
sharp. Previously, generic adver- 
tising across a range of foods 
could be funded through compul- 
sory levies. Now the deregulation 


of many food sectors means cam- 
paigns are financed only by 
optional donations. Not only do 
the ads have less money behind 
them, but they must also show 
more clearly that they work. 

John Murray, director general 
of the Flour Advisory Bureau, 
which initiated the bread promo- 
tion, says running a national 
campaign equivalent to the local 
ads beginning today would cost 
between £3m and £3 .5m a year. 
That may not seem mucb for a 
sector where annual sales 
amount to almost £3bn. But since 
the money would be raised volun- 
tarily. it would be a significant 
vote of confidence in the 
approach if the UK in general got 
tbe chance to enjoy Paul White- 
house's performance. 


A new chapter for Britannica 


I t is the end of an. era. 
Encyclopaedia Britan- - 
nica International door- 
step purveyor of know- 
ledge, will today announce it 
is to close its home sales 
force in the UK and the Irish 
Republic. 

The 230-year-oJd business 
alms to modernise a' brand 
facing growing competition 
from computer companies 
and other information sup- 
pliers using the internet. 

The business is perceived 
by consumers to be old-fash- 
ioned and conservative, 
according to Tim Fethick. 
Encyclopaedia Britannica *s 
vice-president and general 
manager of English-language 
products.: "We haven't nur- 
tured the brand as we 
should have. And we have 
been tarnished by the notion 
of door-to-door selUng," he 
admits. 

Worldwide sales of the 32- 
volume printed -edition of 


Encyclopaedia Britannica 
have ibllen 85 per cent since 
the early 1990s. from 350,000 
in 1990 to an anticipated 
25,000 in 2998. 

The company’s 70 indepen- 
dent direct sales contractors 
based in the UK are to be 
phased out by April. In-home 
presentations by sales people 
ended last June. 

However, the company 
still has its strengths. Con- 
sumer research has revealed 
a number of positive brand 
attributes, such as authority, 
credibility and quality. Mr 
Pe thick says. "The company 
is now working to build on 
these while also dusting off 
outdated notions of tbe 
Encyclopaedia Britannica 
brand." 

The first phase of restruct- 
uring began with the launch 
of Britannica Online, the 
first complete online ency- 
clopaedia. in 1994. and there 
has been a dramatic increase 


in demand for the company's 
computer-based products. 

While Mr Fethick expects 
to sell just 4.000 printed sets 
of the encyclopaedia in the 
UK this year, projected UK 
CD-Rora sales are more than 
80,000. 

“There has been an almost 
complete reversal in our 
product focus. While we are 
not proposing to discontinue 
the print set. (it] has become 
a secondary product. In the 
longer term, we expect busi- 
ness to shift further towards 
the internet." 

The purchase of the com- 
pany two years ago by inves- 
tors led by Swiss-based 
financier Jacob Safra was 
the trigger for the restruct- 
uring which began in ear- 
nest last year in Australia 
and the US. Home sales 
teams have already been 
phased out In both coun- 
tries. 

Worldwide sales activity 


will now focus on high street 
retailers, direct marketing, 
direct response advertising 
and the Internet. 

Encyclopaedia Britannica 
has appointed US-based 
Acclaim Entertainment to 
distribute its CD-Rom prod- 
ucts in book and computing 
stores throughout Europe. 

As tbe refocusing gets 
under way. the company will 
launch a big direct response 
advertising campaign for 
CD-Rom next month, and 
will expand its internet site 
to handle online sales from 
March. It has also appointed 
Australian advertising 
agency The Frontline to 
update its image. 

In the UK, a Elm rebrand- 
ing campaign for the UK will 
run later this year as part of 
the worldwide branding ini- 
tiative. 

Meg Carter 
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How to junk unwanted e-mail 
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This - week I 
discovered the 
ablution to 
junk e-mail. 
Few users of 
.. the- internet In 
'Europe .. -or 
"Asia.- are 
I aware of how 
serious- this problem has 
become in the US. The aver- 
age iUmoican Internet user 
probably receives half a 
dozen pieces of unsolicited 
e-mail a week, and millions 
of untockyVeubscribers to 
America Online receive that 
numba* or more each day. * 
Lawsuits In w^ch online . 
services and -Internet service 
providers sue" jtmk ■ e-mailers 
for- harassing then*.’ custom-, 
ers are becomng oM news, . 
but the problem- worsens, ' 
Last week, one group of junk 
e-mailers threatened, to pub- 
lish a list of the 'e-mail 
. addresses , of Sul AOL cus- 
tomers unless the company 
allowed', it to- send bulk ’ 
e-mail to . its subscribers. 

. Technjcai solutiohs have 
been tried -mid failed, largely 
because O'gpammers" - said-., 
ers of Junk e-mail - tend to 
use false adibmes that they: , 
jdai^i^uenlly. * ' : ,\- 
- irTliB ^solution? A' piece, of., 
■software/ .known as Mall- 
.GuarcTarid .lievised by -Man*. 
ribeV yalmnnL a : South 


African-born contract pro- 
grammer in Florida. Mr Val- 
mont, 32, had tbe idea after 
looking at tbe extreme mea- 
sures- used by news group 
users to discourage spam- 
! ’ mere from contacting them. 
He' $perit three months writ- 
ing bid ' program, and 
launched It last September. 

MatlGuard. which can 
be downloaded from 
wwtejundi.com, interposes 
itself - between tbe - user’s 
e-mail package and tbe inter- 
net When mail comes in; it 
checks whether it recognises 
the address of the sender, if 
'not,:it .issues a carefully 
-drafted challenge, asking the 
sender politely to confirm 
that he is hot a bulk sender 
of wmmerdal mail by reply- 
ing with a spedfled phrase 
In the e-mail subject field. 

.If the sender. is a normal 
hianan bring, the challenge 
trill produce , a quick 
response. The settlor's' origi- 
nal message will, then -be 
passed an to the e-mail soft- 
ware and; the sendees name 
added 1 to the list of approved 
correspondents mid never 
challenged again. 

If the sender is a spammer 
using a fictitious -address, 
^tha-ino^'lll^y'oato^'i^ 
be- that' the challenge dis- 
appears Into the ether, and 
the original message will be 


stored by MailGuard instead 
of being passed to the user. 

In theory, a spammer 
using his own e-mail address 
might read the challenge 
and reply, but that is 
unlikely: first, few spammers 
have the lime to deal with 
incoming mail individually; 
second, the sending of an 
untruthful reply could con- 
stitute a clear case of fraud. 

The result is that Mail- 
Guard acts as a highly effec- 
tive filter against spam, 
while storing dubious mes- 
sages so that the user can go 
in and scan through them on 
a rainy afternoon to make 
sure nothing important was 
filtered out by mistake. . 
.Mr Valmont's idea con- 
tains a nugget of marketing 
brilliance. The program 
, allows you to create a list of 
people whose mall will never 
be challenged, even the first 
time -.'such as your boss or 
your mother; But it 
recommends you do not 
bother. Tbe result of this is 
that most people who down- 
load a demonstration copy of 
the software- will send out 
what is in effect a free ad for 
Fundi Software, Valmont's 
company, to everyone who 
sends them mail. 

Since the program offers a 
free evaluation that is good 
for checking mail 100 times, 





this probably means that 
each downloaded copy will 
propagate to between 200 
and 1,000 more people. After 
tbe 100th free use, the pro- 
gram then de-activates until 
the customer pays a licence 
fee of $20 (£12) by sending 
credit card details in an 
encrypted e-maiL 

Mr Valmont believes that 
more than 10.000 people have 
downloaded the software- So 
far, about 300 people have 
paid their $20 - hardly a 
good return on investment 
for a programmer who could 
have earned much more 
from contract work. But 
these things tend to grow 
exponentially. If MailGuard 
takes off, Mr Valmont could 
find that tbe trickle turns 
swiftly into a flood. 

For technical reasons - it 
works only with POP3 mail 
clients - the software won't 
be of any use to the people 
who need it most subscrib- 
ers to AOL. “I have been 
talking to the people at AOL, 
or at least trying to,” says 
Mr Valmont “They seem to 
be distantly interested.” 
That seems odd. AOL’S ser- 
vice to its customers would 
be better if it were able to 
solve the spam problem, A 
deal with Fundi could bring 
that solution a great deal 
closer. 
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MBA diary: Steven Sonsino loses a stone and his illusions about team working 

Don’t think, just learn 


CAMPUS 


I woke with a start sitting in 
the car. I looked at my watch 
and saw there were still 20 
minutes until the accounting 
exam. Thankfully I hadn't missed 
it. in Fact, there was still time to 
revise variance analysis before 
strolling across the road to the 
exam ball. 

It was lucky I went over it again 
- variance analysis did come up, in 
a question worth 30 per cent of the 
marks. But whether my tr amming 
was enough to get me through I 
won't know until the results are 
issued later in January. 

The episode s umm arised for me 
the whole of the first term on Cran- 
Deld University's full-time MBA 
programme. There is simply so 
much materia] and so many new 
concepts to take in that you snatch 
any spare lime you can to study. 
You have to be ready for the next 
lecture or the next meeting. You 
sleep only when you drop. 

Ex ams ? Whether they are a real- 
istic or relevant test of a manager's 
abilities I doubt, but I didn't have 
time to think seriously about that 
just then. The exams were just 
another set oF hurdles between me 
and the Christmas break. 

There had been open days at the 
university where previous students 
had warned that the workload was 
unbelievably high. But nothing 
prepared me For the barrage of 
books, papers and case studies to 
read, not to mention presentations 
to prepare and projects to write. I 
managed only four to Dve hours 
sleep a night over the first term. I 
was exhausted. 

The worst part was that I hardly 
saw my wife Jacqueline in the eve- 
nings, except when we ate 
together, a ritual 1 tried to keep up, 
though my promised weekends off 
Failed to materialise. I tried to 
explain that the work wasn't hard 
- with some exceptions - it was 
just that there was so much of it 
All Jacqueline could see, six 
weeks into the course, was that I 
was losing weight I didn’t believe 
her until Ananya Sen. a colleague 
in my learning team, said he 
thought I'd lost weight too. When I 
checked I found I'd lost a stone 
since coming to Cranfield. 

Sen was one of five students I 
spent roughly half my time with 
during the day. We. and the other 
six learning teams in our stream, 
had been painstakingly mixed and 
matched by Martyn Jones, director 
of the full-time MBA programme, 
on the grounds of personal back- 
ground and work experience. 



tydki van der l 

QuaBty circle: a thinner and wiser Steven Sonsino with his learning teem at Cranfield University School of Management 


Steven Sonsino, owner and director of a small 
training company in Surrey, in the UK, embarked 
last September on a one-year MBA programme at 
Cranfield University School of Management. This is 
the second instalment of a diary of his experiences 
dnring the academic year. 


Given such a degree of diversity 
perhaps some clashes were inevita- 
ble. 

The teams Initially shared the 
task of reading core textbooks and 
of preparing notes to summarise 
key points. No individual could get 
through the entire reading list, 
especially not the overseas stu- 
dents for whom English was a sec- 
ond or third language (though 
some tried). 

The system generally worked 
well and was certainly structured 
more effectively than my under- 
graduate biochemistry degree. Two 
days before each lecture we read 
core texts or cases individually and 
then, one day before, the team 
would compare notes or prepare a 
short presentation in case we were 


called on in class. We soon learned 
which courses it was essential to 
prepare for (accounting, strategy 
and marketing) and which we 
could safely ignore (people in 
organisations, or human 
resources). 

On reflection, the single most 
important function of the team, it 
seemed to me. was to broaden o in- 
experience of working intimately 
with very different people. I envis- 
aged us as a board of directors, 
pooling our experience and offering 
different degrees of leadership at 
different times. But we didn't 
always work well together, strug- 
gling with a mixture of personal 
priorities and commitments. There 
were other teams, however, that 
fared far worse. 


A fundamental problem facing 
those groups seemed not what to 
do but how to complete the tasks 
set. Some people clearly felt 
uncomfortable in teams, for 
instance, preferring to work alone 
and bring to the group complete 
and non-negotiable solutions to 
cases or presentations. These col- 
leagues were highly focused on get- 
ting the job dime, but not at all 
interested in how we got there. 
Clashes with co-workers were fre- 
quent and occasionally bitter. 

The saddest comment I heard 
came from one individual disillu- 
sioned with team working: “I am 
not being assessed on how we work 
together as a team," be said. For 
me that completely missed the 
point of the learning team, if not of 
Cranfield ’s entire MBA culture. 

Another character who disap- 
pointed me was the anonymous 
student who scrawled the words 
“patronising prat” on a note about 
report writing I had been asked to 
prepare and circulate. I found the 
note in my pigeonhole with 
another that bad been torn to 
shreds. Dozens of colleagues went 
out of their way to say how useful 


the note had proved, but it was the 
two childish responses that ran- 
kled. They were a timely, reminder 
that not everyone sees teamwark- 
the same way. - — ' - - 

Outside the learning team, my 
time was spent in the lecture thea- 
tre, where the most valuable 
courses for me were marketing and 
strategy. All the elements of rela- 
tionship marketing and strategic 
management integrated seamlessly 
into a powerful and useful whole, 
easily applicable to the business 
I’ve left behind while I attend the 
programme. 

As I bathe my two-year-old son 
Christopher and put him to sleep 
before starting work in the even- 
ing, I often think of my work col- 
leagues r unning the business in 
my absence. I think that altho u g h 
Tm the one attending the MBA pro- 
gramme it is in fact a collaboration 
with thani- First they are collabo- 
rating in r unning the business now 
to help put me through the pro- 
gramme. And in the future I hope 
they will collaborate with me to 
develop the business using ideas 
and techniques from the MBA. 

1 do feel wary, however, of 
introducing my colleagues to new 
ideas too quickly. They haven’t 
seen any thing of me for four 
months and there is bound to be 3 
feeling that the concepts are just 
“Steven’s new toys". 

I think of my wife as a collabora- 
tor. too. Every day throughout the 
term she has suffered the brunt of 
my simply not being available to 
help with Christopher at home. Yet 
she still makes time to help at Owl- 
ets (the MBA partners' toddler 
group) and to study Spanish on a 
Monday. She also commutes to her 
London-based jobshare for five 
days every fortnight I don't know 
how she does it 

I do know, sadly, of at least two 
couples who have split under the 
strain of MBA-enforced separation. 

MBA costs* - so far 


, GM£T. jegisiratlon '. • 

Books 

Internet access •" 
Internet phone bffl - 
'Internet befyice providers . 
Software (Microsoft office 97} 
Depo^t jon' rented house. 
House rental (£650 per month) 
7 eodjra fe;.'/. 

Carnets seminar (optional} 


Opportunity 
and it’s legal - 

Yale University believes it 
has spotted an opportunity 
in the emerging markets. ' - . 
writes John Anthers. 

- This month, the 
university's schools of 

management and law start ' 
a new joint course in ‘‘the 
legal and financial aspects 
of investing fit emerging 
markets*’. Intake is divided 
equally between the two 
schools, and the coarse has 
been heavily over- . 
subscribed by both 
would-be lawyers and . 
would-be executives. 

The course, which Yale 
believes to be the first of 
its kind, attempts to offer a 
“nuts and bolts” guide to . 
dealing with emerging 
economies - corruption, 
closed markets and alL 
True to the school’s 
tradition, it also looks at 
what economic s truc t ures 
are optimal far economies 
“in transition from 
mercantilism (South 
America) or socialism . 
(eastern Europe) to 
capitalism”. . 

According to Alan 
Schwartz, the law 
professor leading the 
course, there is already a 
growing body of research 
on the subject However, 
there are no standard texts 
on the subject as yet 

“We’ll focus on what the 
economic and legal 
requirements are to have a 
capital market in an 
emerging economy.” . 

Laws on corruption, and 
how western investors can 
guard against it, will also 
account for a unit in the 
course. 

Yale: US. 203 432 5932 

Lyon takes a 
new direction 

It is all change at Groupe 
ESC Lyon, the Lyon 
graduate school of 
business. To begin with it 
has changed its name, to 


EMIyun^ Boole de 
Management • '? - - 

. Secon d, it has put fin : r - 
place a collaborative - 
agreement with the. - 
neighbouring business 
school in Grenoble to- .. . 
develop complimentary 
programmes and prevent 
duplication. Themovels. 
intended to reduce costs 
and Patrick Molle, director 
general of EM Lyon, ' 
believes the collaboration 

will eventually result in a 
merger of tire two schools.. 

aitifr Sq tn maltP FM 

. Lyon into an international 
business with particular 
emphasis on'tme discipline: 

entrepreneurship. . 

EM Lyon: France; 4 78 39 78 
M 

Ivey in league 
with Hong Kong 

Canada’s Richard Ivey 
school of business and the. 
university of Western 
Ontario is to open an Aslan 
campus in Hong Kong in 
June 1998. The campus will 
be located in the Hong 
Kong convention and . . 

exhibition centre and 
Ivey’s executive MBA. 
programme will be taught 
there alongside various 
other executive 
programmes. 

Ivey, one of the world's 
largest producers of case 
studies, already conducts 
business research in the 
region through its Asian 
Management Institute; 

Ivey: rvww.ttvy.uwo.ca 

Correction: 

Harvard 

Harvard Institute for 
International Development 
runs the one-year 
programme in applied 
economics for government 
policy makers with the Ho 
Chi Minh City Economics 
university, not Harvard 
business school, as 
reported In the article on 
Vietnam on December 22. 


I n formation for News from Campus should bo sent to 
Della Bradshaw. FT. Number One Southwark Bridge. London SE1 9HL 
Tef. 44 171 873 4673 Fax; 44 171 673 3950 
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BUSINESS TRAVEL 


Travel Update • Roger Bray 


Vaccine warning 


Business travellers who are 
asked to fly at short notice 
to Uzbekistan should 
beware. There is an 
epidemic of hepatitis A in 
the central Asian country 
and gamma globulin 
vaccine, which provides 
protection against the 
disease for three months, is 
in short supply. Some 
doctors have run out and 
although chemists may have 
stocks, finding one could be 
time-cons liming. 

Gail Graham of London’s 
Berkeley Travel Clinic says 
the pursuit of "cleaner 
blood" following the spread 


of Aids has had the perverse 
effect of reducing supplies 
with sufficient antibodies to 
combat hepatitis A. 

The main alternative to 
gamma globulin is Havrix. 
which is effective for 10 
years. But it can be ranch 
more expensive and you 
need to have the first of two 
doses at least a fortnight 
before departure. 

Seoul flights hit 

Flights between Seoul and 
Europe have been hit by 
Korea’s economic crisis. As 
the plunging won plays 
havoc with its outbound 


tourist traffic, Astana has 
suspended services to Paris, 
Frankfurt and Vienna. 

It is also one of four 
carriers to have stopped 
flying temporarily between 
Australia and New Zealand 
and the Korean capital. The 
others are An sett, Qantas, 
and Air New Zealand. 

Korean Air has trimmed 
flights to Europe but has 
continued to serve all its 
destinations there, and has 
kept up its Australian 
services. 

George V revamp 

The George V in Paris has 
closed for a FFr300m 
f£3Q.5m) refurbishment 
which wlO include the 


addition of a pool The 
241-room hotel is scheduled 
to re-open early next year. 

Virgin appeals 

Battle rages on between 
Virgin Atlantic and British ' 
Airways over proposed new 
transatlantic routes. Virgin 
has Formally appealed to the 
UK government against the 
Civil Aviation Authority’s 
decision to reject its 
attempt to launch scheduled 
flights between London and 
Las Vegas. 

After a public bearing 
late last year, the CAA gave 
its blessing to BA’s plan to 
start a daily service to 
Denver. Colorado. The 
decision was needed 


because only one US 
gateway airport remains 
open under tire UK-US air 
agreement. 

Virgin argues that the 
authority ignored its own 
policy of awarding new 
routes to smaller contenders 
wherever that could be 
justified. 

Unlucky numbers 

Check your registration 
number if you are hiring a 
car in France. If it ends with 
the digits 51. which indicate 
it was registered in Marne, . 
take special car not to leave 
anything of value in 1L 
Many rental vehicles are 
registered in the 
departemenL and the UK 


Foreign Office warns that 
thieves have been targeting 
cars with such number 
plates. 


Laker grounded 

Born-again Laker Airways, 1 Frankfort 

which operates between o 

Florida and the UK, is to 
suspend flights between £ L Ao _ efc 

Florida and the UK from | ^ • 

Friday. The company LlKm-T; 

described the suspension as c „ . 

temporary and said the | ; 

airline had suffered a 
number of problems. • 

including a shortage of slots [ ~ 
at Gatwick, which meant j O J! 

man}' of the airline’s 
business customers landed 
in Miami too late to catch 
connecting flights. 


Likely weather in the leading business centres 


Hoag Kong 
Frankfort 8 
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A cross the wide bou- 
levards of the Place 
des Nations Unies 
in the centre of 
Casablanca, two worlds face 
one another. 

Along the south side, 
people lounge at tables, 
drinking coffee or mint tea 
outside the pavement cafes 
which are among the more 
evident signs of the coun- 
try's French colonial past. 
Opposite, across several 
lines of ears, are the high, 
yellowed walls of the 
Ancieime Medina - the bust- 
ling old bazaar quarter. 

To a traveller from 
Europe, this central area 
may seem surprisingly famil- 
iar. with its banks, hotels, 
high-rise office buildings, 
light smog and heavy traffic. 

This sense of closeness to 
Europe is more than archi- 
tectural. Just 12 miles of 
water in the Straits of Gib- 
raltar separate Moroccan 
north Africa Cram southern 
Europe, and it is just 41 
years since the French for- 
mer rulers pulled out. 

Yet while the European 
legacy is pervasive in Casa- 
blanca. it can be deceptive. 


African spice on 
a taste of France 

Casablanca’s resemblance to its former colonial 
master can be deceptive, says Richard Marsland 


"One of the biggest problems 
with people who come hen? 
is that they look out of the 
window and see cars and 
skyscrapers, and they think 
it's Europe.’’ says Alexander 
Moil, president of the British 
Chamber of Commerce for 
Morocco. "It's not. But 
equally it's not Africa - it 
has a very different culture 
all of its own.” 

According to Moll, Moroc- 
co's geographical isolation - 
cut off by sea to the north 
and west, and the Sahara to 
the south and east - has 
played a major role in its 
development. 

Partly as a result, while 
deeply felt, the fervour 


which nationalist and reli- 
gious issues evokes in 
Morocco is less outwardly 
strident than in many other 
countries in the region. The 
carnage in neighbouring 
Algeria has undoubtedly hit 
Morocco's tourist industry, 
but there is no hint of any 
such trouble in Morocco. 
This is an Islamic country, 
but if visitors want to drink 
alcohol and eat park, they 
are able to do so. 

Yet this tolerance may not 
extend to letting travellers 
wander unmolested through 
the streets. Any attempt by 
a westerner - especially at 
the weekend - to stroll alone 
through central Casablanca 


is likely to be frustrated by 
approaches from locals, who 
will initiate a conversation 
in fluent French or English 
before offering a coffee, a 
guided tour, or some more 
specialised service. 

However, a westerner 
striding purposefully to a 
business meeting is less 
likely to be approached, and 
an appearance of wandering 
aimlessly is often what 
attracts the touts. 

On the positive side, the 
hassle is invariably a nui- 
sance rather than a physical 
threat Ab Rutgers, manag- 
ing director of the interna- 
tional Dutch h ank ABN 
Amro in Morocco, says Casa- 



blanca is certainly safer at 
night that Amsterdam, anti 
he adds that his advice for 
first-time travellers would be 
pretty much the same as 
anywhere else. 

“Have a good hotel 
arranged, and make sure 
your transport from the air- 
port is arranged by your 


hotel. Also, while you are 
here, allow plenty of time for 
your appointments, and try 
to be on time. It is highly 
appreciated. What I have 
found is that the higher 
people are up the hierarchy, 
the prompter they are for 
their meetings.” Some know- 
ledge of French is also virtu- 


ally a prerequisite. 

Business meetings are 
increasingly conducted in 
English, but French is the 
norm for everything else, 
from eating out to directing 
a cab. “It's a bit challenging 
here for someone who is not 
a native French speaker,” 
comments one US ex-pat. 

On the plus side. Casa- 
blanca remains free of th*» 
crippling traffic congestion 
which afflicts many cities in 
emerging economies - and 
transport around Casablanca 
is cheap and relatively easy, 
with a plentiful supply of 
"petits taxis”. These gener- 
ally have meters, removing 
the need to ha ggl e and a 
passenger would be hard- 
pressed to run up a bill of 
more than Dh40 (£2.50) for 
any journey in town. The 20- 
mile taxi ride to or from the 
airport is generally a flat 
rate of Db200. Cab drivers 
are friendly and chatty, but 
speak little English. 

Casablanca, is relatively 
well-served for hotels, with 
six five-star properties and 
about 15 four-stars within 
easy reach of the centre - a 
reflection of the volume of 


demand for business, accom- 
modation. Reto Grass, man- 
aging director of the five^star 
Le Royal Mansour Meridiem 
owned by the UK group 
Granada, says: ‘‘What we 
have here is a corporate city. 
Eighty per cent of our busi- 
ness is corporate, and the 
rest is usually tourists 
spending their first night 
and their last night here as 
part of a tour.” 

Eating out in Casablanca 
can be very rewarding. Ven- 
ues often mentioned for busi- 
ness dining include two tra- 
ditional Moroccan 
restaurants - the quiet, ele- 
gant Ryad ZitouD. and the 
livelier Al-Mounia. Also 
highly rated are the French 
restaurant Le Retro, the 
Asian Le Tonkinoise, and Le 
Cabestan, a fish restaurant 
overlooking the ocean. . 

As investment flows' In, 
the real challenge for Casa- 
blanca is likely to be ensur- 
ing that its environment and 
infrastructure can. cope - 
and that it can avoid the gar- 
bage and gridlock which 
have afflicted many fast- 
growing cities elsewhere in 
the world. 


O ne of the great com- 
plaints of corporate travel 
managers is that all their 
travellers think they can do the 
job better. 

What those travellers often fail 
to realise is that by buying their 
tickets elsewhere, they are upset- 
ting lucrative agreements that 
ultimately would save their com- 
pany far more money - up to 25 
per cent in some cases. 

This has just happened to a 
corporate client of business 


Managers count the real cost of deals 



travel agency Hogg Robinson 
BTI. The client missed out on a 
£200,000 rebate from an airline 
which it would have earned If it 
bad generated minimum agreed 
levels or spending with the air- 
line over the course of a year. 

The problem was that the 
rebate was to be paid retrospec- 
tively. so at the time of purchas- 


ing the ticket prices looked less 
attractive t han they would ulti- 
mately have been. 

Mike Platt. Hogg Robinson 
director of commercial affairs, 
argues this is a flaw in the sys- 
tem. "What is the point of an 
airline saying it is going to offer 
an incentive but keeping the 
amount a secret? This is why cli- 


ents want up-front net deals." 

Hogg Robinson has therefore 
developed a ready-reckoner 
which will show travellers how 
much less their negotiated ticket 
is likely to cost once co mmiss ion 
is removed and the rebate cheque 
posted at the end of the year. 

To ensure travellers stick to 

preferred carriers, there are three 


ways of keeping them in line: 

• Refuse to allow them to travel 
with any other airline. This is 
largely effective but not water- 
tight Andrew Solum, travel man - 
ager for satellite communications 
company Inmarsat, says his trav- 
ellers show 96 per cent compli- 
ance in using approved carriers. 

• Good public relations. The 


Hogg ready-reckoner is one 
example. The Inmarsat approach 
is to post details of Its route deals 
on its corporate Intranet, explain- 
ing their logic and the potential 
savings. 

• Ensure that the travellers also 
benefit. This can be done by 
negotiating extras such as free 
lounge access but even more cru- 


cially, by ensuring that rebates 
are passed on to the departments 
wbose spending generated them 
in the first place. 

Mr Solum says sticking to an 
airline relationship can bring 
extra benefits. “We have had .an 
agreement for several' years with 
one Asian carrier and because it 
recognises our value, R occasion- 
ally gives us upgrades to first 
class," he says. 

Am on Cohen 
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; Garn aif artfefa frst major show 
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' fhe latest play by- ' 

the exeeptionafiy talented young - 
playwright Physk-Nagy, has 8s \ 
j*ttrie«tomorrcBr_atthe Royal 



Court Theatre Upstairs 
ywb a te a dora Theatre). Steven 
PWott directs. 

BARCELONA 

A retrospective of Arnadeo de 


Souza Cardoso (1867-1918) 
opens at the Fundacidn Juan 
Match on Friday. Souza Cardoso 
mingled with key figures of the 
Paris art ecene before the Fast 
World War and was a leading 
member of the early 20th century 
Portuguese avant-garde. The 
show Includes more than 50 . 
paintings and drawings. 

GLASGOW 

The Celtic Connections festival, a 
fdk music extravaganza 
organised by the Royai Concert 
Hail, has gone from strength to ' 
strength since its debut five years 
ago. Piantet-composer Michael 
O’SuiOeabhaln and the Irish 
Chamber Orchestra head the bffl 
in the opening concert on 
Thursday. Highlights over the 
foBowing two weeks include 
James Taylor (Inset right). The • 
Dubliners (right), Old Blind Dogs, 



Hothouse Rowers and 
an all-star ceilidh. The 
Glasgow Film Theatre is 

mounting a season of Scottish 
and Gaelic shorts, and there win 
be readings by Scottish and Irish 


authors at Wateretone's new 
SauchiehaU Street store. 

COLOGNE 

An exhibition of Rerribmndt prints 
and drawmgs opens at the 
Wafiraf-Riehartz Museum on 
Saturday. It runs tifl March 25; 


RiccardoMuti 
conducts a 
Beethoven cyde 

at La Scab over 
the next three 
months. In the 
first 

programme on 
i Sunday, he • 
tackles the first 
and fifth 

symphonies, fallowed 
by the second and third 
symphonies on January 22. Each 
programme is repeated twice. 


CLEVELAND 

On Thursday at Severance Hall, 
Evelyn Glennie gives the world 
premiere of a new percussion 
concerto by Christopher Rouse 
(b.1949), In a Cleveland 
Orchestra programme Conducted 
by Christoph von Dohnanyi 
(below). The perfamance is 
repeated on Friday and Saturday, 


and Glennie will also give the 
European premiere at London’s 
Barbican Centre in April. 

NEW YORK 

Mark RavenhBi’s audacious 1996 
play Shopping and Fucking has 
its American premiere on 
Wednesday at the New York 
Theatre 



In the spirit 
of Bohemia 

The music of Czech composer Martinu is 
ripe for reappraisal, writes Andrew Clark 


B efore me lay a 
monolithic slab 
of white marble, 
dwarfing the 
nearby grave- 
stones. “We thought you 
would like to lay these." 
came a voice from behind 
me. I turned to find the 
mayor of Politka proffering 
a bouquet of flowers, which I 
duly placed on Bohuslav 
Martinu's grave. At the time, 
1 found this gesture rather 
touching. Only later did 1 
learn it had been laid on for 
every official guest during 
the Communist 1980s. 

I doubt if visiting music 
critics receive this sort of 
welcome today. My trip to 
PoliCka, three hours’ drive 
east of Pragua took place in 
January. 1990, just . after 
Czechoslovakia’s velvet rev- 
olution. The new mayor was 
a former dissident, but the 
old formalities : were still 
being observed! 

Visits to composers' birth- 
places, homes and graves 
often disappoint those who 
seek an echo of the inspira- 
tion behind their work. Pol- 
icka is an exception. Martin- 
u’s gravestone may be a 
Communist edifice, erected 
after ftis - remains were, 
moved from Switzerland in 
1979. but the town itself has 
changed little since the com- 
poser’s lifetime. If you climb 
the 200 steps of the church 
tower to the room where he 
was bom and raised, you’ll 
discover a space less than 
five metres square, com- 
manding a panorama over 
rolling Bohemian country- 
side. At the local museum 
you can see Martinu's witty 
cartoons, in which the 
humans resemble mice - 
much as they do horn the 
church tower. 

Since that visit, I have 
found it hard to divorce the 
sound of Martinu’s music 
from the sounds of PollCka, 
where church bells, folk mel- 
ody and Czech pastoral lyri- 
dsn seem to inhabit the air. 
Fortunately, a visit to Pol- 
i£ka is not necessary to get 
hooked, as audiences in Lon- 
don can discover this week. 
Starting tonight, there are 
five days of Martinu-related 
events at the Guildhall 
School of Music, including 


UK premieres of the ballet 
7 Tie Strangler and tbe opera 
Aricine. On Friday, the focus 
will move to the Barbican, 
where the BBC has organ- 
ised a weekend of concerts. 
It is tbe broadest and most 
concentrated spread of Mar- 
tinu’s music ever mounted 
outside the Czech Republic. 

Why the sudden fuss? One 
of the reasons is that the 
BBC Symphony Orchestra's 
principal guest conductor, 
Jirl B&ohl&vek, believes pas- 
sionately in the music and is 
an outstanding interpreter of 
it On a wider plane. Martinu 
seems ripe for reappraisal. 
Bom in 1890, he became one 
of this century's most pro- 
lific composers, with well 
over 400 works to his name. 
He was befriended by lead- 
ing musicians of his day. 
and his style is Instantly 
recognisable: springy, synco- 
pated rhythms, bright col- 
ours, Slavonic energy and 
piano-inflected harmonies. 

D espite these 
advantages, 
Martinu has 
always hov- 
ered on the 
fringe of the repertoire. For 
most of ias life he was .an ; 
exile — voluntarily so in 
Paris (1923-40), where he 
studied with Roussel, 
imbibed jazz and mingled 
with artists of all disciplines 
and nationalities. By the late 
1930s. with works like Spati- 
cek and the Double Concerto 
under his belt, he was begin- 
ning tp make his mark with 
influential figures like 
Munch and Ansermet - not 
to mention the musical 
establishment back in 
Prague, where Talicb con- 
ducted the premiere of 
Julietta In 1938. But war 
intervened, preventing him 
from becoming a European 
figure. 

Arriving in the US in 1941. 
Martinu had to start all over 
again. Taken up by Tangle- 
wood. Invited to teach at 
Princeton and championed 
by Koussevltzky, he was 
more immediately, successful 
than two fellow emigres. 
Bart 6k and Schoenberg. A 
near-fbtal accident in 1946 
severely shook him, delaying 
a planned return to Prague. 


When he finally exchanged a 
McCarthyite US for Cold 
War Europe, the newly-in- 
stalled Communist ideo- 
logues at home wanted noth- 
ing to do with him. At tbe 
age of 60. Martinu found 
himself cut off from his 
homeland and denied an 
honoured position as the 
greatest living Czech com- 
poser. He spent his final 
years in Nice, Rome and 
Basle, where he died in 1959. 

This nomadic existence 
hindered the spread of bis 
music. Martinu was free-and- 
easy with his manuscripts, 
scattering them among more 
than 10 publishers in Europe 
and the US. Until the Mar- 
tinu Foundation began to 
coordinate efforts in the 
early 1990s, no one felt much 
obligation to promote his 
music - so it was up to per- 
formers to find out which 
publisher bad which work 
they wanted. Some publish- 
ers allowed their Martinu 
catalogue to go out of print. 
Several manuscripts are lost; 
others are thought to be in 
the hands of private individ- 
uals without them realising 
it 

The shift in musical taste 
after, the war was another 
factor behind Martinu's 
neglect In a Europe swept 
by serial orthodoxy, his 
tonal idiom was considered 
pass£. And when Supraphon 
started a Martinu discogra- 
phy in the 1960s, few of his 
masterpieces were included, 
because it could not get the 
recording rights. Only now, 
thanks to the CD boom and 
the switch to more accessi- 
ble music, is he getting a 
proper hearing. 

Having a champion of 
B&lohldvek’s calibre 
undoubtedly helps; so does 
sympathetic treatment of the 
stage works, like David 
Pountney's recent Opera 
North production of Julietta. 
It is time great orchestras 
like the London Symphony 
put their virtuosity at the 
service of the symphonies. 
And a thorough assessment 
of the life and works is long 
overdue; Jaroslav Mihule 
and Graham Melville-Mason 
are collaborating on a vol- 
ume for the Phaidon 20th- 
century composer series, to 



Martinu's music is infused with the pastoral sounds of his birthplace, Poticka 


be illustrated by unpub- 
lished photos left by Martin- 
u's widow. 

Martinu still suffers from 
prejudice; that be followed 
every fashion of his day; that 
he churned out too much 
music for his own good; that 
many of his works promise 
more than they deliver; that 
he regularly ran out of 
steam by the last movement; 
that his spontaneity and 
rhythmic vitality were 
achieved at the cost of struc- 
ture and workmanship. 

C omb the cata- 
logue and you’ll 
find evidence to 
support each of 
these argu- 
ments. Much of his, output 
falls short of great. But 
that's missing the point. You 
won't discover the clue to 
Martinu in the violin concer- 
tos or the Sixth String Quar- 
tet, but you mill if you listen 
to the First Cello Concerto. 
The Opening of the Wells, tbe 
Second Piano Quintet and 


the Fourth Symphony - all 
of which feature in the 
BBC's Barbican weekend. 

People who knew Martinu 
- like Vilem Tausky, who 
introduced the symphonies 
to the UK in 1950 - remem- 
ber him as a tall, modest 
man who enjoyed good com- 
pany. He was a bit of a 
dreamer, constantly search- 
ing for the unattainable. 
Like Michel, the man caught 
up in the surreal world of 
Julietta, it took the form of a 
fixation with the ideal 
woman - first Vitulka 
Kapralov£i. a glamorous 
young composer who died 
fleeing Paris in 1941. and 
then Roe Barstow. a student 
who nursed him after his 
accident at Tanglewood. 

He was equally absorbed 
by the new: friends used to 
joke that you only needed to 
show him the latest gadget 
and he would write music 
for iL The wonderfully witty 
Three Wishes (1929) Is a pio- 
neering film-opera. The Com- 
edy on the Bridge (1937) one 


of the first for radio. When 
television was in its infancy. 
Martinu composed two 
operas for the new medium. 
He was an inveterate experi- 
menter. 

A lthough Martinu 
did not return to 
his homeland 
after 1938, he 
never forgot Pol- 
idka. In his New York apart- 
ment, he h3d a picture of the 
town on his mantelpiece. On 
tbe manuscript of the Hymn 
to St James (1954) lies an 
inscription linking the piece 
to the church where he was 
bom. And in the vocal and 
choral works of his last 
years, the spirit of Bohemia 
is unmistakeable. Long 
before my visit to Policka. I 
had been getting to know 
this music. It intrigued and 
entranced me. That’s why I 
was glad, that cold January 
day, to pay my respects at 
his final resting place. 


Barbican: 0171 638 8891. 


Ballet 

Cinderella 
saves the 
situation 


I t is hard to know what 
to make of tbe present 
state of the Royal 
Ballet. Forced into a 
gypsy liTe: haunted by the 
variously menacing spectres 
of Opera House inadequacy 
and improvidence, of 
repertoire that seems guided 
only by marketing 
philistinism, of ghastly 
stagings that deform the 
classics, it demands our 
sympathy - and, even more, 
our concern. 

As with a dear friend 
fallen on hard times, we feel 
we most sympathise. But 
self-inflicted wounds don’t 
really merit much balm, and 
the Cinderella with which 
the company enters the New 
Year at the Royal Festival 
Hall looks more like a failed 
suicide than an evening out 
at the ballet 
The shelf-like stage 
(which English National 
Ballet and the Kirov have, 
in their time, used with a 
certain finesse) defeats 
the production. It is 
truncated in its scenery 
(no bad thing, but not In 
this crude way) and 
cramped in its dances. The 
stage is also very 
forward-projecting for 
performers, with every least 
action magnified. 

Thus the curse which ties 
on this ballet - the Ugly 
Sisters in post-Ashton. 
post-Helpmann performance 
- becomes even more 
horrid. The primping and 
slapping and falling-over, 
the feeble copying of 
the great originals' 
manner, have all the 
rib-tickling potential of a 
motor-way pile-up. and 
induce the same feelings of 
distress. 

I have Just seen 
Cinderella ‘s first two 
performances, led by Sylvie 
Guillem and Belinda Hatley: 
at neither of them could 1 
bear tbe thought of the final 
act’s rampaging by the 
Sisters, and admirable as 
tbe two ballerinas were. 

I fled (and, I report. 

was not alone in my escape 

plan). 

At Tuesday’s opening, 
Sylvie Guillem was the 
heroine in every sense; none 
of the other interpretations 
bore close examination. Not 
for Guillem too much dainty 


pathos. The dance is bright 
and beautiful. And so is her 
characterisation. Vastly 
touching are her tears as 
she looks at her mother’s 
portrait - Guillem's sense of 
verismo is unfailingly true, 
and as she stands, hand on 
chimney-breast, weeping, 
your heart goes out to her - 
and her gaiety bubbles 
through the steps as she 
plays with the broom. In the 
ballroom she is happiness 
itself, savouring every 
ecstatic moment 
Her partner, Inaki 
Uriezaga, wore throughout 
tbe expression of a man who 
realises that he is both 
making his debut in a role 
and Partnering A Star. 
Guillem, radiant mad e us 
forget all the surrounding 
inadequacies. 

S o, in her quieter 
way. did Belinda 
Hatley, giving a 
more traditional 
Royal Ballet inter- 
pretation: sweet tender, 
well mannered in step. 
Everything was touched by 
her natural grace, and the 
role lived. Her Prince was 
Michael Nunn, admirable in 
manner (if rather less so in 
aerial turns) and making a 
shadowy figure sympathetic. 

The other prince was the 
Kirov's conductor. Viktor 
Fedotov, teaching the Royal 
Ballet Sinfonia how 
Prokofiev should sound: by 
tbe second performance 
Fedotov’s characteristic 
clarity and pungency of 
timbre gave the staging 
some much-needed 
distinction. 

For connoisseurs of 
windy prose, I recommend 
the statement about The 
Royal Ballet which appears 
on the first page of the 
season’s programme: it 
reads like something 
from the prospectus 
of a South Sea Bubble 
flotation. 

For ballet-lovers, l 
report that after the 
middle of this month there 
are no scheduled classical 
dance performances in 
London until June. 

There are, however, 

Euros tar and the Paris 
Opera Ballet. 

Clement Crisp 
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■ AMSTEM)AM 

EXHIBITIONS 
RQksmuseum - 
Tsf: 31-20-673 2121 
Medieval illustrated histories: the 
Hausbuch and its Master. 
Drawings, prints and a panel - 
painting by the the Master . of the 
Amsterdam Cabinet, including 
the 64 sheets of the Hausbuch, 
which, has been taken apart for 
restoration; to Jari 48 


Berfin Philharmonic Orchestra: 
conducted by Nikolaus 
Harnoncourt in works by 
Beethoven; Jan 12, 16, 17, 18 

DANCE 

Deutsche Oper 

Tel: 49-30-34384-01 
Deutsche Oper Ballet Rosalinda, 
choreographed by Ronald Hynd 
to music by J. Strauss; Jan 15 


■ CHICAGO 

OPERA 

lyric' Opera of Chicago 
Tab 1-312-332 2244 
www.fyrhopera.org 
Amistad: world premiere of 

Anthony Davis’s new work about 
the 18th century anti-stevery 
campaign. Dennis Russell Davies 
conducts a production by 
George C. Woolfe; Jan 15 


■ LONDON 

DANCE 

Royal Festival HaH 

Teh 44-171-928 8800 


■ BALTIMORE V 


The Royal Ballet Cinderella; Jan 
12, 13, 14; 15, 16, 17 


EXHIBITIONS 

Baltimore- Museum of Alt EXHIBITIONS 

Teh' 1-410-396 6310 Tate Gallery 

A Grand Design: The Ait of the Tel: 44471-887 8000 - 

Victoria and Albert Museum. 'First The Turner Prize 1997: display of 
stop of a five-city North - works by each of the nominees 

. America! tour of selected objects on this year's all-woman shortlist: 
from the V&A*s collection; to Christine Borland, Angela 
Jan 18 - "■ BuBoch, Cornelia Parker and 

— ~ ~ Gflfian Wearing; to Jan 18 


Victoria and Atoert Museum 
CONCERTS- /: ■ Tel: 44:171-938 8500 

PHtiharnionle Cart arid Karin Larsson: Creators 

Tel: 49-30-2548 8354 of the SwecBsh Style. Recreates 



five rooms of the famous house 
at Sundbom, and examines Its 
extraordinary impact on the 
interior design of our century; to 
Jan 18 


■ LOS ANGELES 

OPERA 

1_ A. Opera, Dorothy Chandler 
Pavilion 

Tel: 1-213-972 8001 
www.laopera.org 
Salome: by R. Strauss. Revival of 
Sir Peter Hall’s celebrated 
production. Conducted by 
Richard Hickox, with Hildegard 
Behrens in the title role; Jan 
15. 18 


M MADRID 

EXHIBITIONS 
Fundactb “la Caixa" 

Tefr 34-1-435 4833 
1898, Fin de S&cie Spain: Daily 
Life. Historical exhibition 
designed to reconstruct a picture 
of life in Spain at the end of the 
Jest century. Painting is Us 

mainstay - also included are 
books, newspapers and other 
objects of the time; from Jan 13 
to Mar 29 

Museo National Centro de Arte 
Reina Sofia 
Tel: 34-1-467 5062 
Fernand L£ger (1881-1955): 
retrospective comprising some 
220 paintings and drawings by 
the early modernist The 
exhibition will emphasise the 
artist’s relationship with 
architects, as well as his work for 
the ballet and cinema. Previously 
seen In Paris, the exhibition will 
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transfer to New York; ends today 


■ MILAN 

OPERA 

Teatro alia Scala 

Tel: 39-2-88791 
II Cappello di Paglla di Firenze: 
by Rota Conducted by Bruno 
Cam pane Ita in a staging by Pier 
Luigi Pizzi; Jan 15, 16, 17 


■ MUNICH 

EXHIBITIONS 
Hatxs der Kunst 

• Ellsworth Kelly: retrospective 
of the American abstract painter 
and sculptor, b. 1923, now in his 
70s and one of the most 
distinguished living artists. 
Organised with the Guggenheim 
Museum and previously seen in 
New York, Los Angeles and 
London; to Jan 18 

• Joel Shapiro: sculptures 

1993-1997; to Jan 18 

• Juflao Sarmento: display of 
recent works by the Portuguese 
painter; to Jan 18 


■ NEW YORK 

DANCE 

New York City Ballet, New 
York State Theater 

Tel: 1-212-8705570 
Jewels: by Balanchine, to music 
by Feur6, Stravinsky and 
Tchaikovsky; Jan 14, 17 

exhibitions 

Whitney Museum of American 
Art 

Tel: 1-212-3272801 
• The Warhol Look/Glamour 
Style Fashion: major 


retrospective of around 500 
works of art, following Warhol’s 
career from the 1940s to the 
1980s, and also including works 
by his contemporaries; to Jan 18 

• Fashion and Film: running 
concurrently with the Warhol 
show, this film and video series 
traces the relationship between 
the two industries, from early 
fashion newsreels and the studio 
designers of the 1930s to the 
present; to Jan 18 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tel: 1-212-362 6000 
wwwjnetopera.org 

• Capriccio: by R. Strauss. New 
production by John Cox, with 
sets by Mauro Pagano; Jan 

12. 16 

• La Cenerenttia: by Rossini. 
New production conducted by 
James Levine In a staging by 
Cesare Uevi, with designs by 
Maurizio Bald; Jan 15 

• The Rake's Progress: by 
Stravinsky. New production by 
Jonathan Miller, conducted by 
James Levine. Cast includes 
Dawn Upshaw and Samuel 
Ramey, Jan 13, 17 


■ PARIS 

CONCERTS 

Theatre ties Champs Bys£es 
Tel: 33-1-49525050 
Vienna Philharmonic Orchestra: 
conducted by Lorin Maazei in 
works by Schubert, Maazei and 
Ravel. With flute soloist Wolfgang 
Schulz; Jan 14 

EXHIBITIONS 


Musee Camsvatet 
Tel: 33-1-4272 2112 
Paris and the Parisians in the 
time of Louis IV: more than 300 
engravings, which together 
create a vivid impression of 17th 
century Paris. Including portraits, 
images of the tity and its 
monuments, as well as proverbs, 
allegorical works, and almanacs; 
to Jan 18 


■ SAN 
FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 

Tel: 1-415-864 3330 

www.sfopera.com 

• Le Nozze de Figaro; by 
Mozart Conducted by Ivor 
Bolton in a staging by Greztella 
Sciutti; Jan 14, 17 

• Tosca: by Puccini. Conducted 
by Maurizio Barbacinr in a 
staging by Lotfi Mansouri. 
Georgina Lukacs sings the title 
role; Jan 13, 16, 18 


■ VIENNA 

EXHIBITIONS 
Judisches Museum 

Tel: 43-1-535 0431 
www.jmw.at 

Max Liebermann: selection of 
paintings by the German 
impressionist dating from the 
period 1900-1918, during which 
the Jewish haute bourgeoisie 
flourished. Also included are 
French Impressionist works 
which Liebermann collected; to 
Jan 18 


KunstHausWien 
Tel: 43-1-712 0495 
Herb Ritts: first European 
retrospective of work by the 
American photographer. 
Previously seen in Boston, the 
exhibition ranges from portraits 
of Hollywood celebrities to 
images of Africa; to Jan 18 


■ ZURICH 
EXHIBITIONS 
Kunsthaus Zurich 

Tel: 41-1-251 6765 
Arnold BOcklin, Giorgio de 
Chirico. Max Ernst: Voyage into 
the Unknown, comprising 130 
paintings, collages and sketches; 
to Jan 18 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

06.30: Moneyline with Lou Dobbs 
1320: Business Asia 
19.30: World Business Today 

• Business/Market Reports: 
05:07; 06:07; 07:07; 08 20: 0920; 
10:20; 11:20; 11:32; 1220; 1320; 
1420. 

At 0820 Mark Gay of FTTV 
reports live from UFFE as the 
London market opens. 


i- 




14 


FINANCIAL TIMES MONDAY JANUARY 12-1998 


COMMENT & ANALYSIS 


Personal View • Richard Haass 

Time to revisit sanctions 


The US hard line 
on Iraq is putting 
pressure on the 
coalition against 
Saddam Hussein 

For sound 
reasons, eco- 
nomic sanc- 
tions often 
get a bad rap, 
•m but in the 
case of Iraq, at least, they 
have done far more good 
than harm. Even when 
sanctions failed, as was the 
case when they could not 
dislodge Saddam Hussein, 
the Iraqi president, from 
Kuwait, the fact they were 
tried and found wanting 
made it less difficult to pull 
together the coalition that 
subsequently fought and 
won the Gulf war. 

For nearly seven years 
since, the ban on Iraqi 
exports has encouraged Air 
Saddam to comply with L'N 
demands that he give up all 
nuclear, chemical and bio- 
logical weapons, as well as 
ballistic missiles with a 
range of 150km. As Bill Clin- 
ton. US president, regularly 
points out. international 
inspectors have destroyed 
far more Iraqi weapons of 
mass destruction than all 
the US stealth bombers and 
cruise missiles combined. 

Mr Saddam has also for- 
feited at least SlOObn in rev- 
enues from lost oil exports. 
The result is that Iraq today 
is a far weaker country - 
militarily and economically 
- as a result or economic 
sanctions than it would 
have been in their absence. 

Still, there are limits to 
what economic sanctions 
can accomplish. Despite 
their cost. Mr Saddam has 
refused to grant uncondi- 
tional access to the weapons 
inspectors, almost certainly 
because he is hiding forbid- 
den technologies or materi- 
als. More to the point, he 
continues to hold power. 
Sanctions have not yet led 
to him being ousted. 

in addition, the interna- 
tional consensus that has 
made sanctions possible is 
fast eroding. To some extent 
fatigue is to blame. Given 


enough time, people and 
governments tend to learn 
bow to work around sanc- 
tions. Also a factor, particu- 
larly in French and Russian 
calculations, are commer- 
cial considerations stem- 
ming from Iraq's oil wealth, 
estimated to be second only 
to Saudi Arabia's. 

Support in the Arab world 
for sanctions, meanwhile. Is 
almost extinct. In part this 
reflects a general disillu- 
sionment with the US. 
which is seen as doing 
much more to isolate Iraq 
than it is to promote peace 
between Israel and its 
neighbours. Coolness 
towards continued sanc- 
tions also reflects general 
resentment (shared by 
many in France and Russia) 
of the dominant US position 
in the post-cold war world. 

Even more, though. Arab 
and Islamic opposition to 
continued sanctions stems 
from a concern over tbeir 
pereeived impact on the 
Iraqi people. 

Most Arabs have little 
love for Mr Saddam, but 
sanctions are widely judged 
as hurting innocents while 
sparing the leadership. It 
matters not that Iraq has 
been able to import food 
and medicine from the out- 
set. Nor are people 
impressed that thanks to an 
American initiative Iraq can 
sell up to $4bn worth of oil a 
year to raise additional 
funds to pay for food and 
medical imports; or even 
that it was Mr Saddam who 
resisted taking advantage of 

The time has 
come for US 
policy to revert 
to what it was 
initially. 

Sanctions are a 
means to an end, 
not an end 
in themselves 


this opportunity in a cynical 
yet largely successful effort 
to undermine international 
support for sanctions. 

Making matters worse for 
US diplomacy has been a 
Jack of clarity on what it 
would take for Mr Saddam 
to gain relief from sanc- 
tions. UN Security Council 
resolution 687. the “mother 
of all resolutions” passed in 
the spring or 1991, states 
that the ban on Iraqi 
exports will be lifted once 
Iraq fully eliminates Its 
weapons of mass destruc- 
tion. 

This was the US interpre- 
tation at the time. But on 
various subsequent occa- 
sions. the US government 
has stated that even this 
would not be enough. The 
goalposts have been moved 
so that Mr Saddam now has 
to comply fully with all rele- 
vant UN resolutions target- 
ing Iraq before sanctions 
will be eased. Understanda- 
bly. this US stance ftiels the 
perception that there will be 
no sanctions relief for Iraqis 
so long as Mr Saddam is in 
power. 

One result of this policy 
has been to eliminate any 
incentive the Iraqi president 
might have had to go along 
with the demands of the 
weapons inspectors. Per- 
haps more important, the 
changed US position has 
reduced international sup- 
port for sanctions and for 
related policies designed to 
keep Mr Saddam down. 

The time has come for US 
policy to revert to what it 
was initially. Sanctions are 
a means to an end, not an 
end in themselves. The pri- 
ority should be to deny Iraq 
nuclear, biological or chemi- 
cal weapons - and to build 
international support for 
ensuring that Mr Saddam 
complies with this demand. 

Toward this end, the Clin- 
ton administration should 
declare that Iraq's full com- 
pliance with Resolution 687 
will result in a lifting of the 
exports ban. The only condi- 
tion beyond compliance 
would be Iraq agreeing to a 
mechanism in which 
receipts for oil and other 
exports would not flow 
directly into government 


coffers, but through the 
UN. 

This would ensure that no 
funds could be used for pur- 
chasing arms (which would 
remain forbidden) and 
would pay for the ongoing 
work of weapons inspectors 
(which would continue in 
perpetuity). Proceeds would 
also be used to purchase 
food, medicine and other 
consumer goods for the 
Iraqi people, to compensate 
Kuwaitis and others for war 
lasses, and to pay for Iraqi 
debts. This latter provision 
should help encourage Rus- 
sia and France to support 
such a move. 

Why should Washington 
adopt this approach? The 
time has come to accept 
reality: economic sanctions 
niff not oust Mr Sad dam - 
other policy tools and the 
Iraqis themselves must 
accomplish that. And keep- 
ing sanctions in place so 
long as be remains in power 
could undermine interna- 
tional support for ridding 
Iraq of its weapons of mass 
destruction. 

In addition, adopting a 
new declaratory policy 
toward sanctions is prefera- 
ble to expanding Iraq’s abil- 
ity to export additional 
amounts of oil to buy food, 
something that would not 
be enough to assuage Arab 
concerns but would appear 
to reward Mr Saddam for 
recent non-compliance. 

It is important to keep in 
min d that, for now. what 
would change is declaratory 
policy only. Nothing would 
actually happen until Mr 
Saddam complied fully. But 
a shift in declaratory policy 
could help shore up the 
coalition necessary to keep 
sanctions in place - and to 
build necessary support for 
the massive use of air power 
that will be required to 
coerce Mr Saddam's accep- 
tance of unrestricted inspec- 
tions if be continues to 
insist that palaces and other 
sites are off limits. 

The author is director of for- 
eign policy studies at the 
Brookings Institution. He 
was a senior adviser to 
George Bush. US president, 
in the 1990-91 Gulf crisis 
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Why a little inflation can do 
more than a little harm 


From Dr Helga Hoffmann. 

Sir, The mild inflat ion 
advice in Robert Chote’s 
article, “A little of what you 
fancy” (January 5). is like 
what in Brazil has been 
deservedly called “the poi- 
sonous piU of Dr Dombusch" 
- because of the Massachu- 
setts Institute of Technology 
economist's recommendation 
that a little devaluation (and 
the ensuing little inflation) 


Angling on 
convergence 

From Mr Mark Dragoumis. 

Sir, When Sir David Han- 
nay - as quoted by David 
Buchan (“Tense issue hard 
to defuse”, January 5) - says 
that the “parallel talks" 
between Cyprus and the EU 
on the one hand, and 
between the two Cypriot 
co mmuni ties on the other, 
“may converge over two to 
three years on a single 
point" he is perhaps being 
slightly over-optimistic. 

What he is certainly not 
doing is to use “a metaphor 
defying Pythagoras” as your 
correspondent puts it. The 
postulate that two parallel 
lines never meet is Euclid's. 

Mark Dragoumis. 

87 Alderney Street, 

London SWIV -1HF, UK 


wouldn’t harm. Well, see the 
result of that advice in 
south-east Asia. 

The problem with the 
cross-country comparison Mr 
Chote reviewed is that it 
ignores specifics and history 
in each country. The pursuit 
of stabilisation policies in 
Brazil, even at its present 
inflation level of 4 per cent 
per year, is not too zealous 
because infla tion was 50 per 


From Mr Mark H.L Radcliffe. 

Sir, Your edition of Janu- 
ary 6 included two articles 
on exchange rates, exposing 

dangerous falla cies. Wolf- 
gang Mfinchau suggests 
(“Euro exchange rate policy 
is still the big uncertainty”) 
that the Emu and US eco- 
nomic zone weights are 
mnghly equal However, this 
fails to recognise the level of 
goods and commodities 
traded world wide in US dol- 
lars, and the relationship 
between Asia and the US 
dollar, which means that the 
US dollar will still be domi- 
nant after Emu. 

Messrs Groom and Wolffe 
(“Quick, quick, slow") then 
correctly highlight the differ- 
ences in the UK between the 
manufacturing and service 
sectors caused by a highly 
valued pound sterling. The 


cent per month just 3V* years' 
ago and "inflationary mem- 
ory” has not yet been eradi- 
cated from the economy'. 

Helga Hoffmann, 
chief, environment and 
development division, 
ECLAC-Economic Commis- .. 
sion for Latin America and 
the Caribbean, 

PO Box 179-D, 

Santiago. Chile 


relationship of the pound 
against the D-Mark or (JS 
dollar has applied since the 
early 1980s, and each time 
the manufacturing sector 
has had to bear the brunt. 
However, uhiznately the ser- 
vice industries will suffer 
because, for every person 
employed in the manufactur- 
ing sector, there is another 
dependent employee in the 
service sector, and increas- 
ingly so as more work gets 
subcontracted. 

Until a better tool than 
interest rates can be found 
to adjust the economy the 
chances of steady economic 
growth will re main elusive. 

Marie H.L Radcliffe, 

The Malt House, 

Upton, 
nr Andover, 

Hampshire SPI1 GJS, UK 


A bad sign 
of crime 

From Dr'Mark CaleottL 

. Sir, When is the apparent 
absence of crime not~a good 
sign (“Moscow's recorded 
crime rate falls 20 per cent", 
January 6)? In part when, as 
your correspondent notes; it 
stems from an unwillingness 
to report incidents to Rus- 
sia's heavy-handed and cor- 
rupt police. 

But the fall in overt gang- 
sterism in Moscow and St 
Petersburg lmgely reflects 
an end to their gangs' turf 
wars. Now that die gangs 
have established their bor- 
ders, their pecking orders 
and their authority, they 
.simply don't need to take 
their wars to the streets. 
Instead, as the increasing 
toll of (unsolved) assassina- 
tions of senior business, 
media and political figures 
shows, they can focus on 
their real aim: accumulating 
money and political power. 

This may make life easier 
for the average Muscovite, 
but, given that it involves 
the ever-deepening penetra- 
tion of Russia's still-embry- 
onlc political and economic 
structures, it should ironi- 
cally he all the more worry- 
ing for the outside world. 

Mark GaJeottt, 
director, 

Organised Russian and Eur- 
asian Crime Research Unit, 
Keele University, 

Staffs ST5 5BG, UK 


A poor economic tool 


Different, but not necessarily enjoying an advantage 


From Professor Douglas 
McWilliams. 

Sir, Your headline. "Paris 
‘tops London in economic 
benefits' “ (January 8). gives 
a misleading impression of 
the finding s of Two Great 
Cities, the study of the Lon- 
don and Paris economies car- 
ried out by the Centre for 
Economics and Business 
Research and associates. 

The study compares each 
of the cities’ strengths and 


weaknesses. London, in fact, 
has huge advantages over 
Paris in attracting interna- 
tionally mobile financial and 
business service companies. 
But, compared with Paris, it 
fails to spread the prosperity 
as effectively as possible. 
This, the study indicates, is 
because, whereas a high pro- 
portion (about 40 per cent) of 
Paris's tax payments are 
kept locally and reinvested 
in transpeat infrastructure 


and education, most of Lon- 
don's tax payments are 
received by central govern- 
ment and spent over the . 
whole of the UK. So, com- 
pared with Paris. London 
under-invests In transport 
and education. 

One or the interesting con- 
clusions of the study is that 
this under-investment does 
surprisingly little to damage 
the position of London's 
great successful industries. 


But it does add to London's 
social problems, increasing 
poverty and unemployment, 
particularly outside central 
London. The real message of 
the study is that bath cities 
can lean) from each other. 

Douglas McWilliams, 
chief executive. 

Centre for Economics and 
Business Research, 

9-12 Basinghall Street 
London EC2V 5 NS, OK 


Coming soon 
on a screen 
near you: 

FT comment: 


Each weekday on CNN International 

Financial Times Television brings to the 
world's widest business audience live daily 
commentary. 

Times to note: 

0S20 GMT. As the London market prepares 
to open, Mark Gay reports from LIFFE. 
Europe's leading Futures Exchange. 

1930 GMT. On World Business Today, the 
market leader for investment professionals, 
the FT’s Nicholas Leonard analyses 
Europe’s top equity market stories. 


Each day on the World Wide Web 

Comment in audio and vision from 
Financial Times special correspondents and 
experts including Steve Thompson, 
Financial Times UK Stock Market Editor; 
Philip Coggan, Financial Times Markets 
Editor; European Business Brief with Ros 
Childs; and markets analyst Nicholas 
Leonard. Plus interviews with industry 
leaders. 

This week Don Cruickshank on the 
millennium bug. 

For a full daily schedule of reports log on 
to FT.com 



FT 


FINANCIAL TIMES 


John Ridding on the economic problems testing Hong Kong 
nerves and the administration’s attempts to keep up morale 

Crisis of confidence 


P lunging share 
prices; a sharp 
decline on the prop- 
erty market; a 
lethal new strain of flu; and 
now a crisis at Peregrine, 
local champion of the invest- 
ment banking industry- 
Nerves are being sorely 
strained in Hong Kong. 

Ever since the harbour- 
front cannon misfired its tra- 
ditional New Year salvo, 
things have turned increas- 
ingly bleak. “A whole range 
of problems is making 
peopl,e anxious", says 
Anthony Cheung, vice chair- 
man of the Democratic 
Party. “It is not panic, but 
there is serious concern”, 
says Michael de Colyer, head 
of the Hong Kong transition 
project at Baptist University. 

Such anxieties pose a cru- 
cial test for Hong Kong's 
resilience as it confronts the 
latest vicious twist in Asia's 
financial turmoil. After a 
surprisingly smooth transi- 
tion from British to Chinese 
sovereignty last July, 
regional crises are now shak- 
ing the territory, raising 
renewed fears for its cur- 
rency link to the US dollar, 
the linchpin of Hong Kong’s 
financial system. 

The Hong Kong govern- 
ment has maintained a 
stance of studied calm. Tung 
Chee-hwa. the head of the 
post-colonial administration, 
stresses that Hong Kong's 
economic fundamentals are 
much more robust than 
those of its ravaged regional 
rivals and dismisses any 
notion of dropping the peg to 
the dollar. Donald Tsang, 
financial secretary, argues 
that the territory will be the 
first to emerge from regional 
turmoil. He points to foreign 
exchange reserves of 
USS90bn and the robust 
mechanism of the territory’s 
currency boards as evidence 
of the strong defences 
behind the link to the US 
dollar. 

The big question concern- 
ing the peg, however, is not 
foreign reserves but public 
confidence. 'The survival of 

the Hong Kong system is a 
confidence issue, not an eco- 
nomic one", says the senior 
economist at one investment 
bank, “tf Hong Kong individ- 
uals lose confidence, then 
the move from Hong Kong 
dollars into US dollars would 
spell the end of the peg." 
Few doubt the disastrous 


Hong Kong: an anxious time 




financial consequences that 
would bring. 

Confidence is now under 
assault. The latest blow to 
morale came last Friday 
with the sudden announce- 
ment that Peregrine, one of 
Hong Kong’s biggest invest- 
ment banks and a symbol of 
the territory’s financial 
industry ambitions, bad 
failed to secure a rescue 
agreement with Zurich 
Group of Switzerland. Unless 
a white knight rides quickly 
to the rescue, a barrage of 
business restrictions limit- 
ing its activities imposed by 
the territory's financial 
authorities is likely to lead 
to Peregrine's collapse. 

“Only two years ago they 
were being touted as a global 
investment bank”, said Mark 
Konyn. director of Dresdner 
RCN, the fund manager, “so 
failure would be a psycholog- 
ical blow.” Although the col- 
lapse of the Zurich deal was 
announced after the stock- 
market closed in Hong Kong 
on Friday. Hong Kong 
shares traded in London 
plunged, prompting predic- 
tions of a rout in the terri- 
tory today. 

Other blows have already 
been sustained. Interest 
rates raised to defend the 
exchange rate peg to the US 
dollar have prompted a 20 
per cent fait in property 
prices. A 50 per cent fall in 
the number of property 


transactions in December, 
year on year, and further 
price cuts by big developers, 
suggest little prospect of 
respite. 

Tourism and hotels have 
been still harder hit Even 
before “bird flu” scared 
away potential visitors, the 
ranks of sightseers had been 
ravaged by the relative rise 
In the Hong Kong dollar and 
“Hong Kong fatigue" after 
the handover. Hotel occu- 
pancy rates fell to 67 per 
cent in September, compared 
with 88 per in the same 
month last year. Cathay 
Pacific, the territory’s de 
facto flag carrier, has seen 
its shares fall so far that the 
company is now valued at 
less than its fleet of aircraft. 

The impact has also fed 
through into restaurants and 
retail outlets, with the feel- 
good factor of late summer 
now a distant memory'. 
“Business has dried up", 
says a Kowloon restaurant 
owner. Dickson Poon, head 
of Dickson Concepts, the lux- 
ury retail group, describes 
conditions as the worst in 
memory. 

For many commentators, 
worse may be yet to come. 
The sharp falls in the bench- 
mark Hang Seng index, 
which has lost 17 per cent 
since the beginning of the 
year, refleci increased jitters 
over the Hong Kong dollar 
and a fear of further attacks. 


"The only way is down", 
says Mark Mcfarland, senior 
economist at Peregrine Secu- 
rities, predicting growth will 
halve to 22 , per cent this 
year. “We have not seen the 
impact yet in terms of bank- 
ruptcies and employment”, 
warns Dr Cheung of the 
Democratic Party. 

Senior government figures 
accept there has been suffer- 
ing. “Hong Kong people ere 
feeling the pinch", says Mr 
Tsang. But they see no rea- 
son for the setbacks to shake 
confidence. In the case of 
Peregrine, the financial sec- 
retary says there is no sys- 
temic risk, hence his dis- 
missal of the idea of support 
from public funds. Officials 
from the Securities and 
Futures Commission, the 
industry watchdog, say the 
uumber of retail investors is 
limited to a few hundred. 

The HKMA, the de facto 
central bank, notes the 
robust state of the territory's 
commercial banks, citing an 
average capital adequacy 
ratio of more than 17 per 
cent. Keith Irving, banking 
analyst at Merrill Lynch, 
says that unlike elsewhere 
in the region, the issue for 
banks is one of profitability, 
not safety. 

More broadly, Mr Tsang 
believes the Hong Kong 
people are resilient and sup- 
portive of the peg. Hong 
Kong dollar deposits have 
held steady, say officials, cit- 
ing their share of 57 per cent 
of the total at the end .of 
November, up slightly on the 
share in 1996. Between Octo- 
ber and November, however, 
the value of Hong Kong 
deposits slipped l per cent, 
while US dollar deposits rose 
by 4 per cent. 

There are other caveats to 
Mr Tsang’s optimism- The 
first is that resilience in 
Hong Kong can give way to 
panic. A run on a small bank 
last autumn and a bizarre 
run on a chain of cake 
shops, feared to be facing 
bankruptcy, underlined the 
fragility of sentiment and 
the speed with which anxi- 
ety can take hold. 

The second danger is that 
the present crisis wiU 
increasingly chip away a* 
confidence. “It is a btt like 
Chinese water torture-. 
one western Investment 
banker. “The longer it goes 
on, the less bearable the 
pain." 
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COMMENT & ANALYSIS 


Time to act 
on cloning 


The debate over human cloning, 
which first exploded last year 
after the birth, of Dolly the Scot- 
tish sheep, has been re-ignited 
by a maverick American scien- 
tist' called Richard Seed. The- 
original announcement about 
Dolly - the first cloning of an 
adult mammal - was scientifi- 
cally significant enough to jus- 
tify the avalanche of publicity it 
received. In contrast, Mr Seed's 
plan to set up a cloning facility 
in Chicago for infertile couples 
has received an absurd amount 
of public attention. 

Although Mr Seed has carried 
put some embryo- research, his 
background is .in physics. He 
has neither a medical qualifica- 
tion nor a -recognised academic 
position and his views are 
eccentric. (For example he said 
on radio: “Cloning and the 
reprogramming of DNA is the 
first serious step in becoming 
one with God.”) In other words, 
there is little sign that Mr Seed 
has either the resources or the 
expertise to overcome a formi- 
dable challenge: how to clone 
humans safely and efficiently. 

However, even if Mr Seed 
himself need not be. taken too 


seriously, governments - and 
the biotechnology industry - 
should heed the international 
wave of public outrage, that 
greeted his plans. If they take 
no action, other better qualified 
medical entrepreneurs will 
move into .human cloning, 
tempted by both the scientific 
challenge and the large 
amounts of money to be made 


from infertile people who are 
desperate to reproduce them- 
selves. Then the consequences 
could be disastrous. Imagine the 
public outcry if it turns out that 
hundreds of precious human 
eggs or embryos have been 
destroyed in the quest for a 
clone, or if the first cloned 
babies have serious handicaps. 

Carl Feldbaum, president of 
the US Biotechnology Industry 
Association, is right to warn 
that the greatest outside threat 
to the emerging biotech compa- 
nies (and the university 
researchers who depend on 
them) will come from ihe mis- 
handling of a serious ethical 
issue. And no current issue has 
more potential to undermine 
public confidence in the whole 
field of genetic and biological 
research than human cloning. 

The best move at this stage 
would be for governments 
worldwide quickly to introduce 
a temporary ban on human 
cloning. The moratorium would 
be reviewed after a reasonable 
period - perhaps five years - In 
the light of scientific and ethical 
developments. And the ban 
must safeguard legitimate 
research in areas related to 
cloning, such as the growth of 
different organs in embryos. 

Most European countries 
already have regulations that 
effectively ban human cloning. 
The weak link is the US. where 
several bills have been proposed 
but none has made progress. 
President Clinton is right to call 
on Congress to act 


Talking to Iran 


In responding to the overtures 
of Iran's President Mohammed 
Khatami, the- US faces a 
dilemma like that posed 10 
years ago by Mikhail Gorba- 
chev. The geopolitical stakes 
are smaller, though m re gional 
terms far from insignificant. 
But the emotional and cultural 
barriers to be overcome are 
even higher. No country has 
been, so convulsed with anti- 
Americanism as Iran' during its 
Islamic revolution, and hone 
has so humiliated the US as 
Iran did during the 1979-81 hos- 
tage crisis. 

This hostility has damaged 
both sides. While obstructing 
Iran’s development, it under- 
mines US efforts to isolate Iraq. 
It also threatens to embroil the 
US in a damaging trade dispute 
with Europe. An Iranian leader 
who appears determined to 
improve relations deserves 
encouragement, even if his 
words have to be checked 
against his deeds. 

Mr Khatami has consistently 
avoided anti-American rhetoric, 
while stressing the need for 
western and Islamic societies to 
learn from each other. At last 
month’s Islamic summit, he 
called for “a thoughtful dia- 
logue (with) the great American 
people". This week he expressed 
regret over the hostage crisis, 
and showered the US with com- 
pliments, in a television inter- 
view. 

The Clinton administration. 


while welcoming this, has 
responded by calling for direct 
talks between governments. But 
Mr Khatami may well be right 
in thinking that greater infor- 
mal contact is needed before the 
two governments can face down 
domestic opposition to any rap- 
prochement. HJs own approach 
is opposed by the clerical estab- 
lishment, while Mr Clinton has 
to contend with the strong pro- 
Israel lobby in Congress. 

One thing the US president 
ran do, without waiting for Con- 
gressional approval, is order an 
intelligence review assessing 
the changes in Iran since Mr 
Khatami’s election and setting 
realistic US goals for a future 
dialogue. Iran must be dis- 
suaded from, supporting terror- 
ism, and from acquiring weap- 
ons of mass destruction. But 
terrorism should be distin- 
guished from resistance to 
Israeli occupation in south Leb- 
anon, and regional arms control 
efforts cannot ignore Israel's 
own nuclear weapons, likewise, 
Iran should not obstruct the 
Arab-Israel peace process, but 
should not be blamed for echo- 
ing the same criticisms as 
Washington’s Arab allies. 

US-Iranian understanding will 
not be easy but it is an essential 
ingredient in any longterm rec- 
ipe for regional stability. The 
two countries share an interest 
in containing Saddam Hussein. 
He alone has anything to gain 
from their remaining at odds. 


An Irish deal 


Anyone who has followed the 
tortuous bargaining over a new 
constitutional settlement in 
Northern Ireland wifi not be 
surprised by reports that Tony 
Blair sees a * power-sharing 
assembly in Belfast -as central to 
an eventual deal, between the 
province's political parties. 

Nor is a “council of the Isles’’, 
drawing its membership from 
parallel assemblies in Scotland 
and Wales as well as from Lon- 
don and Dublin, a new idea. 
Devolved government in North- 
ern Ireland alongside a new set 
of relationships beyond its bor- 
ders has always been pivotal to 
the political talks process. She 
new conned, proposed by David 
Trimble's Ulster Unionist party 
last summer, fits Into this broad- 
scheme. 

Doubtless Mr Blair will not be 
unhappy, though, at the infers 
ence in the reports that he has 
b^ensd hard to Mr TrimUe In 
drafting the British govern- 
ment's latest view of the main ' 
elements of a settlement Xt was 
a perception among sections of 
the imlmrist/Ioyalist community 
that -the government was con- 
ceding top much to Stan F&nj 
IRA that provoked . the. -recent 
crisis over the future of the 
multi-party negotiations. 

But as the /talks resume later 
today, two points should be 
mad e : The first is that the pro- 
posed assembly and council 
account.far oniytwo of the ele- 
ment in' a comprehensive 


agreement. Just as integral are 
a proposed new body to promote 
closer relations between Belfast 
and D ublin, a new framework 
for Anglo-Irish relations, and 
agreement by the Irish govern- 
ment to revoke its territorial 
claim to the province. Each of 
these pillars is required to sup- 
peat a durable settlement 

The second .precondition for 
success is a wfflmgness from all 
sides to face up to the compro- 
mises necessary for a deal. The 
May deadline for the conclusion 
of talks means that unionists 
and nationalists, loyalists and 
republicans alike can no longer, 
bide behind the ambiguities 
which have so far kept them in 
negotiation. Cards held dose to 
chests must, eventually be 
placed face up on the table. - 

On offer to unionists is a 
guarantee that Northern Ireland 
will remain part of the UK for 
as long as the majority wishes. 
Nationalists are offered a seri- 
ous share in the governance of 
the province and explicit recog- 
nition of.tbe legitimacy of their 
aspirations. 

The weekend murder of 
-another innocent Catholic by 
loyalist extremists was a further 
grim reminder of how easily the 
whole process could .yet be 
derailed by a return to ftifl -scale 
violence. That in turn only rein- 
forces the responsibility of the 
parties in the negotiations to 
recognise that peace demands 
political compromise. 


Once more to the table 

The stalemate that has characterised the talks on the future of 
Northern Ireland must be resolved, writes John Murray Brown 


A s Northern Ireland par- 
ties return to the negoti- 
ating tabic today, there 
is a growing realisation 
that the current search for a set- 
tlement of the province’s bitter 
conflict is coming to the crunch. 

The crisis of the last two 
weeks, culminating in the 
unprecedented meeting between 
Mo Mowlam, the Northern 
Ireland secretary, and loyalist 
paramilitaries in the lop security 
Maze prison, has provided a salu- 
tary reminder of the violence 
that could consume the province 

if talks break down. 

That seemed a very real pros- 
pect in the wake of the murder of 
Billy Wright, the Imprisoned loy- 
alist leader, and the reprisal kill- 
ings by his supporters of two 
Roman Catholics. 

But this weekend both main 
parties - the Ulster Unionists 
and the moderate nationalist 
Social Democratic and Labour 
party - called on the government 
to inject new momentum into the 
negotiations, which have stag- 
gered forward since the first IRA 
ceasefire in September 1994. 

Senior British and Irish civil 
servants were last night working 
on a paper outlining the core 
issues at the heart of the dispute 
which could be presented to the 
parties as early as today. 

Tony Blair, the British prime 
minister, wants to see a settle- 
ment by May, which would then 
need to be endorsed by referen- 
dums in both Northern Ireland 


and the Irish Republic. 

The timetable is tight. If things 
were to slip, the province could 
find itself engulfed in another 
confrontational marching season, 
when Protestant Orangemen 
parade along traditional routes, 
often through Catholic areas. 
Legislation should by then be in 
place with an independent 
parades commission to adjudicate 
on disputes. But the potential for 
unrest remains. 

Until now, George Mitchell, the 
former US senator and long-suf- 
fering chairman of the talks, bos 

had a tough task just to keep the 
protagonists on board. But if 
talks are to move to more sub- 
stantive issues, the tensions 
between participants, and 
between the parties and their 
supporters outside the talks, are 
certain to rise. 

Ms Mowlam's bold initiative in 
persuading the Ulster Democratic 
party, the political arm of the 
banned Ulster Defence Associa- 
tion, to give the process a second 
chance has bought her valuable 
time. But officials believe loyalist 
gunmen are still looking to 
avenge Billy Wright's killing. 

Lord Alderdice, leader of the 
non-sectarian Alliance party, 
reflected the revulsion felt by 
both unionists and nationalists 
when he criticised Ms Mowlam 
for talking to convicted terror- 
ists. As Seamus Mallon, SDLP 
deputy leader, put it: "Are we 
going to have our future deter- 
mined by people who have killed 


in the most extraordinary and 
vicious ways?" 

The outline of a settlement is 
conceded by both sides. This 
envisages a balance between 
those wishing to remain part of 
the union with Britain, and those 
who aspire to Irish unity. The 
trade-off is between a new power- 
sharing assembly for unionists, 
and cross-border institutions to 
proride expression to the Irish- 
ness of the Catholic minority. 

The Dublin government would 
also undertake to amend the ter- 
ritorial claim contained in Its 
1987 constitution to enshrine the 
principle that any change in the 
status of Northern Ireland can 
only be effected with the consent 
of the people of Northern Ireland. 

W hen they gather 
today round the 

table in Castle 
Buildings, outside 
Belfast, the eight parties will 
have to try to pick up the pieces 
after failing to agree even a list 
of the key issues before Christ- 
mas. Unionists blame the Irish 
government for not wishing to 
press Sinn Fein on the idea of an 
assembly, which for republicans 
would be tantamount to recognis- 
ing the “statelet” they live in. 
Unionists, too. were anxious over 
the Christmas period not to 
expose themselves to sniping 
from their Democratic Unionist 
opponents who are boycotting 
the talks. 

The proposed North-South 


body is the most contentious part 
of the package with unionists 
seeing in it an embryonic united 
Ireland. Indeed, until the union- 
ists show an inclination to coun- 
tenance such changes, the SDLP 
is reluctant to sign up to any 
suggestion of a new assembly, 
from which the North-South bod- 
ies will derive their authority. 

But the position of David Trim- 
ble, the UUP leader, has been bol- 
stered by the support offered by 
Mr Blair to his proposal for a new 
Council of the Isles, linked with 
devolved parliaments in Scotland 
and Wales - effectively the cover 
for the CUP to accept North- 
South links. 

Tomorrow the agenda will shift 
to more practical issues, as Ms 
Mowlam will herself chair a 
meeting to discuss measures to 
build public confidence in the 
process. 

Sinn Frin. in seeking to play 
down expectations, is focusing on 
what it prefers to call the "equal- 
ity agenda” which it says should 
be addressed irrespective of what 
happens in the talks. 

As Mr Mallon wryly observes, 
"each confidence building mea- 
sure has the potential to actually 
wreck the talks”. But until a set- 
tlement emerges the see-saw 
effect of giving concessions to 
one side while raising the other’s 
suspicions is unavoidable. 

The other unknown is what 
capacity hardliners on the union- 
ist side have to upset the process. 
Mr Trimble says "If the process is 


moving towards a positive out- 
come which I hope it will, I 
expect there will be a stampede 
to come and claim credit.” 

The UUP’s longer-term concern 
is that even if everything is 
agreed, when it comes to electing 
members for the new assembly, 
the unionist community may opt 
for more hardline candidates to 
defend the union against nation- 
alists. Another big question mark 
hangs over Sinn Fein's ability to 
sell a deal to its most mili tant 
supporters that falls short of a 
united Ireland. British officials 
express confidence that republi- 
can opinion is being conditioned 
for a more modest outcome. The 
optimistic view is that the repub- 
licans may recoil from the agree- 
ment but not violently. Bertie 
Ahern, the Irish prime minis ter, 
says dangers of the recent split, 
arising from recent reports of 
IRA defections, are overstated. 

One possibility' is that republi- 
cans could oppose the referen- 
dum. forming an unh oly alliance 
with the DUP and the small UK 
Unionist party of Bob McCartney, 
which could make the outcome 
very' dose. At this stage neither 
government dares publicly con- 
template plan B - what happens 
if the talks foil - for fear this 
might undermine the current 
negotiations. But if the stalemate 
persists, London and Dublin may 
have little choice but to put a 
deal to the people over the beads 
of the parties to avoid the prov- 
ince sliding back into violence. 



Lsft to right: bottom row, unionists David Ervine, Gary Me Michael and David Trimble; Northern Ireland secretary Mo Mowlam; Jrish foreign minister David Andrews; end John 
Hume of the nationalist SDLP. Top row: Ian Paisley, Democratic Unionist leader who refuses to take part in talks, and Sinn F6in’s Martin McGuinness and Gerry Adams 


D avid Trimble, the 
Ulster Unionist leader, 
has taken consider- 
able risks to keep his 
party is the talks. He has met 
Bertie Ahern, the Irish prime 
minister. He has hinted that he 
could settle for some form of 
new North Sooth links. The idea 
of a Council of the Isles may 
provide the fig leaf he needs to 
sell a deaL He would not turn 
down the chance to be Northern 
Ireland's new first minister. 

John Hume, the SDLP leader, 
while not the force he once was, 
still commands considerable 
respect in the nationalist com- 


Arguing for Ulster 


mmrity and beyond. The expecta- 
tion is that if there is a settle- 
ment. he would probably not 
take np a position In the new 
parliament, but may seek an 
international appointment 
Gerry Adams, the Sinn Fein 
president, is attempting to sell 
the current negotiations as a 
transitional arrangement - a 
step on the way to a united 
Ireland. Bat there has already 
been some evidence of republi- 


can disaffection with the process. 
It is assumed that if this were to 
threaten a foil-scale split in the 
movement, he would abandon 
the current negotiations. 

Mo Mowlam, the Northern 
Ireland secretary, has shown 
political courage and enjoyed not 
a little good lock. The decision to 
talk to prisoners in the Maze was 
typically courageous. 

David Andrews, the Irish for- 
eign minister, has had a turbu- 


lent few months in the job. An 
affable, gangly lawyer, be was 
publicly contradicted by Mr 
Ahern over his remark that the 
North South bodies should “act 
like a government”. Bat his 
standing with Sinn Fein is good, 
thanks to his record of support- 
ing miscarriage of justice cases 
In the UK in his earlier career. 

David Ervine and Gary McMi- 
chael respective leaders of the 
Progressive Unionists and Ulster 


Democratic parties, have out- 
grown their formal position sim- 
ply as spokesmen for the two 
main loyalist paramilitary 
gronps and now have a power 
base of their own. 

Ian Paisley, leader of the Dem- 
ocratic Unionists, like Bob 
McCartney, the leader of the UK 
Unionists, is boycotting the 
talks, which they say are under- 
mining Ulster’s links with the 
UK and appeasing terrorists. Mr 
Paisley can still rouse a crowd, 
but his recent contribution to 
the debate has been lacklustre. 

John Murray Brown 
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^iJtence of 

fSflencc has, descended bn the 
usuafiy loquacious analysts at 
■-Western investment banks In 

Tokya Many have been ibid by ; . 
* tbgir eiuplby ers to make ho - 
; piibHdcommerrt about which 
companies are in serious . 

. trouble: Sotne are reluctant even 
, to talk off the record 
; fine£ that are being recorded. - 

Japanese government officials 
haverecenlly startedto blame • 
,:tiie Nikkei’s plunge on flbe . . *• 

; ^ttfia&ng:df ‘^Ise ■ 

•*' about /particular stocks, and plait 
; new. measures to prevent such. ' 
^•■Speculation '’..Three USbanks 
’ have already-been questioned : 
and others are nervous about; ■■ 
/attracting the attention of the y 
/authorities. " - '.\ . ' - . 

, “Nobody ’has fergott e q flat in 
the/pasttn Japan it has been; the 
ffirejgners who arehfemMstoen 
-l there is a crisis,”- says orie;'r\ 
/analyst-: anonymously. ; 

T hp prinan riTriPTTt imifttathat 

’ the anti-speculation measures - 

/ will beajmed almaWng the 7 V 
^’market more transparenti^Tf 
/ Investors understand them v 

.^tnreeOy; prices wiHrise,"/; 

.-pfedgpri flnanpp mintetm- Wrrrahi . 

• Mitsuzuka. But the ministry 
^hasn't quite decided whanhe' - . 
ahti-specutotiop measures wfll . , 
involve - Observer trusts that , 
whatever they turn out to be; . 


investors^ ^ will be able to/ » " 
"mjdmrstand than* correctly?. 


Natty professor 

m The: attempt by fobr 
.- academics to block the euro in 

- -the German constitutional court 
; tt due to start- tfid^.-^has.^vra 

a fresh lease of life to a one-time 
mooetaiyuTuncferAmadwho- 
fbund that being good at 

- economics didn't gua r antee 

j mccea tabaifiting. - * ■ • 

•/Wfiheto HankaL dapper 

68-year-old Frankfurt professor, 

; has emerged a son* of - 
Gennany’s most fluent - • . 
opponents of the eard. Much to 
/ toe diEcomfart of hia , ' ; / 
government; he has been busy 
'on the Gentian teieyisiphtott: 
showiarcirit, dehvferiag grim ■ 

warnings of higher Inflation and 
increased unemployment with - 
all the authority tjfa. former 
senior' economics and finance 
-/ministry official, - ... 

, Hankel wasin charge of 

V* Bonn's pohey department in the 
early. 1970s when the D-Mark 
: was decoupled from the Bretton 
• Woods system of fixed exchange 
. rates and allowed to float 
- A subsequent brief spell as 
president of the publicly-owned 
/Hessdsche landesbmik aided; 
less happily. Miscalculations 
aboto interest raWand the 1 
. Frankfurt residentiaJ property 
market resulted in DMSta of 
loan loss provisions at the bank 


and caused Hankel to quit his 
prat in 1973. 

Henkel's opponents, including 
Chancellor. Helmut Kohl haven’t 
been slow to mention tins career 
blip, but his allies are unfozed. 
One follow petitioner, former 
Bun desbank council member 
WQhehn NOIling, says any 
slip-up at HessisOhe Landesbahk 
is as nothing beside what 
finance minister TheO Waigel is 
doing to Germany’s public 
finances. 


Spice of life . 

■ Nelson Mandela’s description 
of meeting the Spice Giris as 
“toe happiest day of my life” 
hasn’t inspired his less 
glamorous Australian 
counterpart John Howard , 
Some of the shine has come off 
the much-hyped girl-power pop 
group, and Hdward is tolling in 
the opinion polls, so the feisty - 
fivesome’s tour promoters were 
keen to arrange a mutually 
beneficial photoopportazzity. 

But Howard, who’s more 
attached to bureaucracy than 
bopping, refused to budge from 
the seaside motel near Sydney 
where he has holidayed far 
nearly 20 years. . 


Frankly 


0 StW no ward of which big 
fromage is next in line to run the 


European Bank for Reconstruc- 
tion and Development. President 
..Jacques de Larost&re steps down 
at the end of the month and, 
having already delayed his 
departure by four months while 
his masters bickered over the 
replacement, apparently there’s 
no question of him staying any 
longer at the London HQ. 

With European governments 
still haggling, it looks as if 
there’ll be an interregnum - just 
as there was four years ago 
when Jacques Attali beat his 
hasty retreat. On that occasion it 
foil to toe EBRD's then-rice 
president Ronald Freeman to 
step temporarily into the beach. 
His replacement Charles Frank, 
newly arrived from GE.Capital, 
should Ember up for a spell of 
buck-stopping. 


Esprit de corpse 

■ The emhahners entrusted 
with the once-sacred task of 
preserving Lenin’s-body in his 
Moscow mausoleum are now 
helping to stitch together the 
corpses of “new Russians" killed 
in assassinati ons and fetal 
accidents. 

Yuri Romakov. deputy head erf 
the scientific institute which 
gives Lenin his regular 
preservative chemical baths, 
said lack of ftrnds had forced 
diversification. The old 
revolutionary would be spinning 
in his grave - if he "had one. 


100 years ago 

Russian Spirit Monopoly 
to view of the impending 
introduction of a State 
monopoly of toe sale of 
spiritous liquors, by which 
about 12.000 persons will be 
thrown out of employment 
while many licensed 
victuallers wfll be ruined, the 
Russian authorities, fearing 
that the consequent large 
addition to the ranks of the 
unemployed may gave rise to 
disturbances, have decided 
that aD persons in toe capital 
who may find themselves 
deprived of their livelihood by 

the projected measures shall 
be sent back by railway, free 
of cost, to their native places. 

The Klondyke Boom 
“It is quite evident that the 
Klondyke boom has 
collapsed.'' That is the 
opinion of the New York 
Mining and Engineering 
Journal, which ought to know 
something about the matter. 
The journal bases its view 
upon the failure to go to 
allotment of the Norse 
American Gold Company, not 
a tenth part of whose shares 
were applied for, the money 
subscribed befog 
consequently returned. Much 
the same sort of thing has 
happened in London, and we 
may take it that ihe Klondyke 
boom is pretty well on its last 
legs here as it is in the States. 
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Support grows for bill to control genetic research 


Congress backs calls 
for human cloning ban 


By Nicholas Timmins 
in Washington 


Richard Armey, the House 
majority leader in the US. yes- 
terday backed President Bill 
Clinton's call for a ban on 
cloning human beings far at 
least five years. 

The Republican congress- 
man told Fox News on Sunday: 
“We are going to move that 
ban." Richard Seed, the Chi- 
cago physicist who plans to 
attempt the procedure, said he 
would move abroad, possibly 
to Mexico, if Congress prohib- 
ited human clo ning . 

In his weekly radio broad- 
cast on Saturday, Mr Clinton 
said Mr Seed’s plans were 
“profoundly troubling". He 
added: “I call on Congress to 
act now to make It Illegal for 
anyone to clone a human 
being." 

Last June Mr Clinton sent a 
bill to Congress which would 
outlaw h uman cloning for at 
least five years, but said that 
"unfortunately" Congress had 
failed to act "It is now dearer 


than ever that legislation is 
exactly what is needed," he 
said. 

White House officials 
pointed out that no congress- 
man had yet been prepared to 
sponsor the legislation, but 
yesterday Mr Armey said 
human cloning was “a nasty 
business - something we 
should not be messing in", and 
that Congress would address a 
ban. 

God had already created 
man perfectly In his own 
image, the House majority 
leader said. “We don't need a 
bunch of amateurs down here 
doing what they think they 
can do." 

The chances of US legisla- 
tion have risen sharply in spite 
of widespread scepticism 
among scientists over whether 
Mr Seed has the ability or the 
facilities to achieve his aim. 

Yesterday be claimed Infer- 
tile women had been telephon- 
ing him In tears to beg him to 
go ahead in spite of the furore. 
He admitted he did not have 
the fhnds or facilities to carry 


out the procedure but bad 
"enough money to get 
started". 

Mr Clinton's proposed legis- 
lation would not prohibit deal- 
ing human material such as 
DNA «nd human cells which 
cotild produce Important medi- 
cal advances. 

• Thirteen countries will 
today sign the first binding 
international ban on human 
cloning, adds Reuters. 

The 13 countries are among 
the 40 members of the Council 
or Europe, which says another 
seven member states are con- 
sidering endorsing the ban. 

The text, which is an addi- 
tion to the European Conven- 
tion on Human Rights and bio- 
medicine, places a total ban on 
human cloning but allows the 
cloning of cells for research. 

The signatories are Den- 
mark. Finland, France, Greece; 
Iceland, Luxembourg, Norway, 
Portugal, Romania, San Mar- 
ino, Spain, Sweden and Tur- 
key. 


Jospin 
defends 
police 
action 
on jobless 


By Andrew Jack in Paris 


Editorial Conmieut, Page 15 


Hong Kong 
calm urged 


Continued from Page 1 


were also continuing with 
potential Investors to replace 
Zurich Group of Switzerland, 
which abruptly withdrew 
from a US$200m capital injec- 
tion on Friday- 

Peregrine declined to com- 
ment on speculation that the 
Bank of China or a mainland- 
backed group might be willing 
to ball it out, but a source said 
a “household name" was 
involved in discussions. The 
company issued a statement 
today reassuring investors 
that all stockbroking accounts 
were covered. 

A rescue appeared to be 
obstructed by uncertainty 
over exposure at Peregrine's 
fixed income division, particu- 
larly in Indonesia. “Parts of 
the business are attractive, 
but to get at them you need to 
buy all of Peregrine, and there 
is a lot of toxic waste," said a 
source close to the company. 

Tough curbs on its trading 
activities and the risk that cli- 
ents will abandon the troubled 
group limits the time lelt for a 
rescue. The collapse of the 
Zurich deal came after the Fri- 
day close of Hong Kong's 
stock market, which has 
already fallen by 17 per cent 
this year. Hong Kong shares 
continued to fall in London i 
trading later on Friday. I 

Market confidence has been 
undermined by a sharp rise in 
interest rates as Asia's crisis 
has Intensified and concerns 
have mounted over the threat 
to the Hong Kong dollar, 
which has so far held steady 
on the strong side of its 
HKS7.S0 link to the US dollar. 


Lawyers ready to 
act on silver price 
‘manipulation 9 


By Kenneth Gooding 
in London 


US lawyers are preparing a 
class action suit alleging that 
the silver market Is being 
manipulated to drive prices 
higher, according to Martin 
Armstrong, director of Prince- 
ton Economics Institute and a 
commodity fund manager. 

Mr Armstrong said he had 
been asked to act as an expert 
witness for the plaintiffs, blit 
had not yet agreed to do so. 
However, he did believe some- 
one - he did not know who - 
was attempting to manipulate 
the silver market. 

Worries about a potential 
law suit, or a Commodities 
Futures Trading Commission 
Investigation, caused a wave of 
■ selling of silver by US funds at 
the end or last week. The price 
fell by 5 per cent on Thursday 
and by another 1 per cent on 
Friday to close In London at 
$o-69 a troy ounce. In Decem- 
ber silver touched an eight- 
year high of 16.19. 

Silver is mainly used in pho- 
tographic materials, jewellery 
and silverware and electronic 
and electrical applications. 

The Hunt brothers 
attempted to corner the silver 
market in 1979-80, forcing the 
price Up from $6 an ounce to 
$50 in less than a year. The 
attempt failed In eafly 1980 
and prices collapsed, handing 
the brothers a $lbn loss. 

Asked whether the CFTC 


was investigating silver mar- 
ket activity, an official said it 
never commented on such 
rumours. Jeffrey Christian, 
managing director of file New 
York-based CFM consultancy 
group, said bis inquiries indi- 
cated a dFTC probe was 
unlikely. 

“The opinions behind the 
law sllit seem incredibly ill- 
informed," Mr Christian said. 
“Thert are do substantive 
grounds for these allegations.” 

Nevertheless, suggestions 
that Something untoward was 
happening in the silver market 
surfaced some months ago. in 
November Ted Arnold, metals 
specialist at the Merrill Lynch 
group, suggested that a syndi- 
cate Including US investment 
funds and two bullion banks 
were buying up silver In the 
hope of pushing the price Up to 
$8 or $9 an ounce. 

"The syndicate already con- 
trols a latge quantity of silver 
which has driven New York 
commodity market stocks to a ; 
12-year low," Mr Arnold said. 
“We think the consortium is 
still prepared to throw in 
much more money to push 
prices higher over time. But 
against that, the fundamentals 
on stiver supply continue to 
turn bearish." 

Mr Armstrong said some 
believed about $3bh had been 
put Into the scheme so fdr. He 
said he had been asked by the 
law firm mounting the suit not 
to reveal its identity yet 


Lionel Jospin, the French 
prime minister, yesterday 
defended the need for the state 
tb exercise its authority after 
allowing police to remove 
protesters from unemploy- 
ment centres around the coun- 
try over the weekend. 

Mr Jospin’s decision to said 
Id police triggered renewed 
political divisions, with 
Communist and Green party 
members of his left-wing 
ruling coalition attacking the 
action. 

Bruno M egret, one of the 
leaders of the extreme right- 
wing National Front, also 
Capitalised on the decision to 
call the expulsions “gross". 

Speaking on television, Mi 1 
Jospin said: “Our country 
needs dialogue, social justice 
and to sdoceed in its economic 
policy against unemployment 
at the same lime, but it also 
needs a word of authority.** 

His comments came after 
three weeks of occupations in 
employ then t benefit centres 
and other government offices 
by unemployed protesters call- 
ing for additional financial 
assistance. 

The movement has triggered 
widespread support at a time 
of near-record unemployment 
in France, but causes difficul- 
ties for the government as It 
tries to curb spending. 

Mr Jospin, who was critic- 
ised fur ttndCr-estlmating the 
strength of feeling towards 
the protesters, pledged FFrlbn 
(9160m) in extra support ott 
Friday to the unemployed, but 
demanded that the occupa- 
tions cease. 

A few offices, including the 
Chamber of Commerce in 
Cher bour g, were still occupied 
yesterday afternoon, and in 
One protest, a group of the 
unemployed interrupted a live 
television broadcast on Satur- 
day evening and spent much 
of the programme discussing 
their concerns. 

The reactions came ahead of 
a meeting dUe to be held today 
between MartlUe Anbry, the 
employment minister, and 
representatives of the unem- 
ployed. The protesters are 
calling for measures for the 
young unemployed and for 
Increases in the level of 
benefits provided to the 
jobless. 

AC1, a group which has 
helped organise the protests, 
said It expected new occupa- 
tions to take place from 
Monday, while stressing that 
ft hoped they would be “non- 
violent”. 

An opinion poll in the Jour- 
nal du Dimanche newspaper 
over the weekend suggested 
that 77 per cent of the French 
people did not believe the 
measures announced by Mr 
Jospin on Friday would be 
sufficient to resolve the 
conflict quickly. 


Europe today 






Northern Scandinavia will be cold 
with iurther periods of snow, but 
southern areas will be mild wtlh 
brighter skies. Eastern Europe will 
be generally mild and dry, but 
western Russia will have some 
snow. France, Germany, Italy and 
the Alps will be dry and mild with 
sunny Intervals, although fog will be 
slow to dear from some districts. 
Brittany and the Low Countries will 
have some light rain or showers 
later. The Iberian peninsula will be 
cloudy. Portugal will have heavy 
showers later. The rest of the 
Mediterranean will be fine and dry. 
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Five-day forecast 

The western Mediterranean will 
become Increasingly unsettled and 
breezy with showers or longer spells 
of rain, but warmer conditions will 
return to eastern regions. 

Northern and eastern Europe will 
remain mild and mostly dry, 
although Scandinavia will see further 
rain or snow. 

Western Europe will become wet 
and windy with coaler temperatures. 
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TODAY'S TEMPERATURES 


Situation at midday. Temperatures maximum hr day. Forecasts by PA WeatherCentm 



MaxlrntW 

Belling 

Fair S 

Cardiff 

Dttzf 12 

Frankfurt 

Cloudy B 

Madrid 

Shower Is 



CelctuV 

Belfast 

Showers 10 

Casablanca Thunder 22 

Geneva 

Fdr 9 




Abu Dhabi 

Fair 23 

Belgrade 

Fair 11 

Chicago 

Snow 0 

Gibraltar 

Bam 18 

Malta 

Fair 18 


Accra 

Sun 32 

Bartiri 

Fair 7 

Cologne 

Fdr 9 

Glasgow 

Shower 10 


Cloudy 12 


Algiers 

Fair 21 

Bermuda 

Shower 20 

Dates- 

Sun 31 

Hambtefl 

Cloudy 3 

Manila 

Fair 29 


Amsterdam 

Cloudy 10 

Bogota 

5hower 20 

Dallas 

Sun 22 

Helsinki 

R8ln 2 

MetbdUrne 

Thunder so 

Seoul 

Athens 

Fair Id 

Bombay 

Fair 34 

Delhi 

Fair 22 

Hong kong 

shower 22 

Mexico city 

Far 23 


Atlanta 

Shower 17 

Brussels 

Fair 10 

Dubai 

Fair 23 

HonoWUI 

Fair 28 

Miami 

Sun 26 


B. Alros 

Fair 27 

Budapest 

Fair 7 

Dubtfei 

Shower 12 

Istanbul 

Fair 9 

Milan 

Cloudy 10 
Fair -4 

Strasbourg 

B.ham 

Cloudy 12 
Fat J4 

C.hogen 

Cloudy 6 

Dubrovnik 

FBHB 

Jakarta 

thunder 32 


Bangkok 

Cairo 

Fair 17 

Edinburgh 

Cloudy 11 

Jersey 

Qrzd 13 




Barcelona 

Cloudy 16 

Caracas 

Fair 29 

Faro 

Shower 18 

Johannesburg Fair 2 1 
Karachi Fail- 27 

kuwaft Fait 1 7 

Munich 

HAM 

Naples 

Fait 5 
ThLhder 25 
Fair Is 

Tel Aytv 
Tokyo 

Toronto 


The airline for people who fly to work. 

Lufthansa 


Lashahnas Shower 25 


Lima 

Lisbon 

London 

Luxboutg 

Lyon 

Madeira 


Cloudy 30 
6»Wwer 18 
Drzzl 13 
Fsfr 7 

Fair 14 
Shower 20 


Mew York 

Mbs 

Nfonla 

Oslo 

pans 


Fab- 25 
CloUdy 4 
Fair 15 
Fair 13 
Shower 5 
Cloudy 10 
Sun 28 
Fair 4 


Vancouver 

VeWce 

Vienna 

Warsaw 

Washington 

Wellington 

Winnipeg 

Zurich 


Fair 31 
Sleet 3 
Thunder 28 
Fair 15 
Rain 14 
Shower 1 
Thunder 33 
Cloudy 5 
Fair 7 
Fair 27 
Shower 19 
Thunder 13 
Fair 8 
Fair 1 
Fair 0 
Sun 9 
Fair 5 
Cloudy 8 

Cloudy 8 
Cloudy 17 
Snow-1 g 
Fair 5 


THE LEX COLUMN 


Hot Java 


Indonesia 1 b on a knife-edge. To 
pl-event a full-blown debt crisis, 
tough action to reform its nepotistic 
economy will be needed. But there 
are severe doubts over the willing- 
ness of President Suharto to imple- 
ment painful reforms, particularly 
where they harm his family’s inter- 
ests. And even when he seems will- 
ing to do so - ds with the week- 
end's welcome announcement that 
15 big Infrastructure projects will 
be delayed or reviewed - a credibil- 
ity gap remains. Given Mr Suhar- 
to's history of backsliding, he win 
find it hard to convince the markets 
that he tnpang business and is npt 
just playing for time. 

A stamp of approval from the 
International Monetary Fund would 
help. But those hoping the IMF can 
patch things up by relaxing the con- 
ditions of Its ori ginal $43bn pro- 
gramme are engaged in wishful 
thinking. The markets would not 
wear it Meanwhile, those arguing 
the IMF Is barking up the wrong 
tree with Its insistence cm struc- 
tural reform and macroeconomic 
discipline are also misguided. True, 
Indonesia's main problem is too 
much private-sector debt But gov- 
ernment policy is partly to blame. 
And, unless it sends credible signals 
that policy has riiang wi . there will 
' be no firm basis for a debt resched- 
uling package. 

Some might think Indonesia's 
lack of democracy would help it 
press ahead with hard reforms. The 
reverse seems to be the case. Unlike 
South Korea, for example, the polit- 
ical system does not seem able to 
generate a real alternative to the 
present regime. Even if Mr Suharto 
steps down, a replacement from 
inside Indonesia's establishment 
would face similar, though perhaps 
diminished, credibility problems. 
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US consumers 


Despite seven years of economic 
growth, the US household sector 
has hot been as deep in debt for 
more than a generation. Personal 
bankruptcies are soaring and con- 
sumers are carrying debt worth 85 
per cent of disposable incomes. Just 
servicing it eats up 18 per cent of 
average monthly incomes. 

Yet consumers are continuing to 
spend. Consumption has outpaced 
personal income growth in four of 
the past five years and the savings 
rate, now below 4 per cent is at a 
50-year low. What can explain this 
apparent recklessness? 

Part of the answer is circular. 
Economic growth, fuelled by the 


consumer boom, has brought foiling 
unemployment and rising confi- 
dence. encouraging more spending. 
Social factors are also at work: 
declaring bankruptcy, for instance, 
no longer carries so much stigma. 
But the most important factor Is the 
wealth effect created by rising asset 
prices, particularly stock market 
gains. The strength of the bull mar- 
ket, which has seen equities double 
in 2Yi years, and the fact that thote 
than 50m Americans now own 
shares are both new. 

This has created belief in a “free 
lunch", where consumers think 
they c ah save for retirement and 
yet maintain current spending lev- 
els. Indeed, some are probably 
spending not only in response to 
past portfolio gains, but also In 
anticipation of future ones. 
Repeated polls find investors 
believe equity returns will continue 
to match or exceed the average 
annual rise of 18 per cent over the 
past six years. 

This Is, however, extremely 
unlikely. Even under optimistic 
assumptions, sustainable nominal 
returns from the stock market will 
be hard pushed to exceed 10 per 
cent At some point therefore, the 
market will probably crash or at 
least stumble sideways. Once this 
permeates their consciousness, con- 
sumers will most likely pull in their 
horns. And, since consumer spend- 
ing is the largest component in 
gross domestic product, it will not 
take a big jump In the savings rate 
to have a dramatic effect on eco- 
nomic growth. US consumers may 
not trigger a downturn, but their 
behaviour could well turn a slow- 
down into a recession. 


nationalising Preussag’s steel busi- 
ness is just a scary ruse - like ear- 
ner flotation plans - to flush but 
trade buyers, the truth ts far, for 
Worse. Gerhard Schroder, the Social 
Democrat contemplating On attempt 
to become Germany's chancellor 
next September, is serious, notwith- 
standing recent speeches In favoiit 
of a restricted role for the state. 
Such is the strength tof Union oppo- 
sition to selling the business to ban- 
Getroan companies - for fear of 
necessary Job cuts - that perfectly 
good bidders such as British Steel 
are having cold feet. And since 
Krttpp and Thyssen are preoccupied 
with their own unlonrtroubled 
merger, the only German buyer left 
is the state. 

The argument that the invest- 
ment is only temporary - even if 
permissible under European state 
aid rules - is dubious. If it is hard | 
for a private sector company to sell , 
now, it will be much harder for : 
politicians to do so In an election i 
year when the Unions have proved | 
their political clouL Mr Schroder’s j 
nervousness ahead of state elec- | 
tldns in March is understandable. | 
given his promise to withdraw from 
the chancellor race if the SPD vote 
falls more than two percentage 
points below its 1994 level. ThU 
nationalisation is not just bad eco- 
nomics, given the indisputable need 
for consolidation of Europe's, steel 
Industry, blit bad politics too. Tak- 
ing such industries back into the 
state's fold is a retrograde step that 
he may well come to regret 


US telecoms 


Pteussag 

While it would be nice to think 
that the prospect of Lower Saxony 


There is an Interesting twist to 
AT&T’s Sllbn takeover of Teleport, 
a local business telecoms group: the 
three cable television companies 
that control It - Comcast, Cox and 
TCI - will end Up as Ma Bell's big- 
gest shareholders. This seems 
strange. After all, most cable com- 
panies have been quietly trying to 
get out of telephony after failing to 
make much headway since deregu- 
lation. BUt two things have changed 
recently. Cable companies 1 cash . 
flow has Unproved, giving them the 
resources to upgrade their systems 
to after digital services. And the . 
value of direct access to residential 
customers, which the cable cotnpa- ; 
nies have, has grown substantially. I 
It is possible to imagine a broader 
alliance between AT&T and the 
cable companies to really crack the 
residential market. By taking 
equity, the three are keeping their 
options open. 


The First Law of Finance 


Stay ahead in 


Finance Law. 



At tVilde Sapte, we're committed to building oh a Ur strengths in 
finance law. 

That's why we're probd to have initiated ‘Pointers 9S\ a challenging 
programme of seminars. Top industry figures will join forces with Wilde 
Sapte to share their expertise and give new insights across the range of topics 
shown below. 

For lull written details, and to reserve a place, please call Louisa Biggs on 
0171 246 7617, Numbers are limited, so please don't delay. 


‘Pointers 

. 98 


Tlx Edr die Axe 

- b there a future for UK tw based lending? 


Does It Fay to Ma y the Interface? 
- the kxrii for trade slid BtUbce 
In (be new millennium. 


Structured Finance for the 
P r opert y Market 


A New Approach to Aviation Training 
- bringing clients and staff together to 
learn from and challenge each other. 


Trade Secrets 

■ new developments unit innovative 
structures in trade finance. 


Games Without Frontier* 

— financing techniques In European 
Acquisition Finance. 
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INSIDE 


Tsang ready for 
Peregrine fall-out 

With the threat of 
liquidation hoveling 
over Peregrine, the 
stricken Hong Kong 
investment hank, both 
the government and 
the financial sector are 
bracing themselves for 
any crisis fall-out How- 
ever, Donald Tsang 
Oeft>, Hong Kong finan- 
cial secretary, dis- 
missed the threat of 
systemic risk, saying there were adequate provi- 
sions for institutions exposed to the group. Page 
18. ... -A 

MARKETS THIS WEEK 
Hew York _ 

Investors and traders wOl weigh positive US 
economic data against continuing concerns 
about the crisis in Asian. markets and worries 
about the strength of US company earnings in 
the first meaningful week of the fourth-quarter 
corporate reporting season. Page 21 

Tokyo 

The stock market could be heading for another 
anxious week. Ryutaro Hashimoto. Japan's 
prime minister, is expected to make a speech 
today outlining the government’s policy for the 
economy and the financial sector. Page 21 

London 

The focus will be on a batch of economic data, 
such as tomorrow’s retail price index and 
Wednesday's unemployment and average earn- 
ings figures. On the corporate front, the big 
news of the week Should be interim figures from 
Tomkins and a Christmas trading update from 
Kingfisher , tomorrow. Page 21 

CURRENCIES 

Focus stays on east Asia 

Visits by US and International Monetary Fund 
officials to Indonesia this week will keep the 
market’s focus on east Asia, especially the Indo- 
nesian rupiah. Six months ago it traded at 
Rp2.400 against the.US dollar. At the weekend it 
reached about Rp9£00. Page 21 

RISK MANAGEMENT 

Credit d eri v a tives under the spotlight 

Credit dsivatives, financial instruments that 
allow investors to speculate on changes in the 
creditworthiness of borrowers, have started liv- 
ing up to their promises because the crisis in 
Asia has encouraged investors to review their 
credit protection. Page 22 

GLOBAL INVESTOR . - 

Aslan crisis vAf just get worse V.« 

The ingredients are in place far the episodic 
Asiancrisis to keep getting worse. The IMF’s . 
and US Treasury's interventions have been too 
modest and too late and there is mutual distrust 
between Asian governments and western finan- 
cial institutions: Page 20 

COMMODITIES 

Uncertain week in prospect for oil 

OH traders are' preparing for another uncertain 
week in the world’s petroleum markets. Crude 
prices have been wallowing around 30-month 
lows. The depression stems from the possibility 
that 1998 mayturu out to be a year in which 
world oil production outstrips demand. Page 21 

INTERNATIONAL EQUITIES 
Getting back on a SlSObn track 

This year could be as busy as 1997 for privatisa- 
tions, according to Privatisation International, 
an industry monitor. Governments raised 
$161bn last year selling state assets. Some put 
the possible figure this year at J150bn. Page 20 

FT GUIDE TO THE WEEK 
- full listings Page 32 

HOT BALLOONS 
An international 
festival of hot air 
balloons will be held on 
Saturday at 
Chateau-d’Oex. 
Switzerland, from 
where the the Breitling 
Orbiter 2 , ■ 

circumnavigation . 
attempt is expected to start some time during 
the week. The festival ends on January 25. 
SPACEWALK 

Anatoly Solovyov, rommander of the Russian 
Mir space station, and David Wolf, the resident 
US astronaut, are due to go for a spacewalk to 
retrieve US. equipment attached to the ship's 
exterior on Wednesday. 
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First Pacific to sell off $2bn of assets 

HK group tries to rebuild confidence after Asia crisis 


By John Ridding in Hong Kong 

First Pacific, the Hong 
Kong-based business group 
and one of Asia’s largest con- 
glomerates. yesterday an- 
nounced a S2bn asset- 
disposal programme to bolster 
Its balance sheet and restore 
investor confidence. The com- 
pany has seen Its shares 
plunge 43 per cent this year in 
the wake of the regional eco- 
nomic crisis. 

The group revealed currency 
depreciations would cause an 
exceptional loss for 1997 of 
$70m and a 8300m balance 
sheet write-down on subsid- 


iaries. It is to sell its 40 per 
cent stake in Hagemeyer, the 
Netherlands-based trading con- 
cern, one of its most profitable 
operations. The bolding in 
Hagemeyer has a market value 
of about $1.6bn. 

The group also confirmed 
rumours that it had taken a 2 
per cent stake in San Miguel, 
the Philippines food and bever- 
age group, and held talks with 
allies on a "substantial strate- 
gic investment”. 

That announcement is likely 


to fuel interest in what could 
be one of Asia's largest hostile 
bids. However, First Pacific 
said no agreement had been 
reached with its affiliates on a 
further share purchase. 

Manuel Pangilinan. manag- 
ing director, said the moves 
underlined a strategy of 
strengthening the group’s 
financial position, focusing on 
Asia, and consolidating invest- 
ments into fewer, larger busi- 
nesses. 

He said moves to build a 


stronger cash position were 
both “prudent and opportune”. 

While the company 
expressed confidence in the 
long-term prospects of the 
Asia-Pacific region, the Imme- 
diate steps in the strategic 
review are largely defensive. 

The group, which is ulti- 
mately controlled by Indones- 
ia's Salim Group, said proceeds 
from asset disposals would be 
used partly to reduce head 
office debts. Before the agreed 
sale of its Hong Kong mobile 


telecoms operation, completed 
last week, net indebtedness at 
head office amounted to about 
S900m 

The group said it planned to 
repay up to $334m of 
short-term debts in the first 
half of this year and that 
$226m in floating-rate notes 
would be prepaid before the 
end of next year. That would 
leave only the convertible 
bonds of $35t>m outstanding. 

Consolidated net debts. 
S3.2bn at the end of 1997. 


would fall to $3Gum on a pro- 
forma basis, after stripping out 
the borrowings of the Hong 
Kong telecoms operation Hage- 
meyer. and including proceeds 
of $2bn from disposals. 

That would bring gearing 
down from 93 per cent to 10 
per cent and interest cover 
from 4.1 times to 14 times. 

A planned rights issue of up 
to $oU0m at Metro Pacific will 
be used to reduce debts at the 
Philippines subsidiary and to 
support the Investment pro- 
gramme of its Smart Telecom- 
munications subsidiary. 

Peregrine fall-out. Page 19 


The long and the short of it 


Hedge funds 
have prospered 
amid the Asian 
financial crisis 


Ai 


sian stock markets 
and currencies went 
into free fall in the 
last months of 1997. Hedge 
funds, ou the other hand, sur- 
prisingly prospered. 

While the downturn has 
claimed some hedge hand vic- 
tims, the group as a whole has 
outperformed. Hedge funds 
are limited partnerships. 
mainl y designed for rich indi- 
viduals. which have a lot of 
latitude in investing money, 
including the ability to 
borrow. 

Tass. the hedge fund 
research gro u p, has estimated 
that the 27 Asia-dedicated 
funds it tracks returned 4.5 
per cent in the year to Novem- 
ber and improved after that. 
This compares with a 27.75 
per cent fall in dollar terms 
for the MSC1 Asia Pacific 
index in 1997 and a similarly 
dire performance from US 
Asian equity mutual funds. 

This performance differen- 
tial prompted Michael Gold- 
man at Momentum, a medium- 
sized hedge fond, to say of the 
crisis: "The real victims were 
absolutely not hedge funds - 
the real victims were the 
investors in unit trusts." 

The ability of hedge funds to 
go short - sell stock they do 
not own in the hope the price 
will subsequently fall - has 
been a great advantage In a 
bear market. Such flexibility 
is not enjoyed by mutual 
funds or unit trusts. 

The most startling benefi- 
ciary of last year’s market 
movements has been Julian. 
Robertson's Tiger fund, one 
that invests globally and 



Id an attempt to lift morale, salesmen at Samsung Life Insurance in Seoul dance and chant 
slogans to show their refusal to listen to gloom and doom stories about the economy now 


UK groups mull 
At Home link 

Cable companies aim to copy US 
high-speed internet access service 


across many asset classes like 
that run by George Soros. 
Tiger’s assets, which started 
1997 at about $9bn, rose 
almost 70 per cent in the last 
six months of the year to 

Hedge 'hinds outperform 

% dongas In S terms/ • - ' 

5 - — - . 7” 



>15 


MSCJ , Aatao 

■'/. Asia Pacific Mutual hadga 

(relax / fund* fund* 

SMO&UP0* AiWync* (MM 

w Taw n » uut ni« * > f ' I g nn a rt axu 


stand at about $l5bn at the 
year-end. 

Tiger had been particularly 
bearish on the financial sector 
in Asia while launching a 
fond that capitalised on 


growth In some Industrial sec- 
tors. 

A different strategy bene- 
fited London-based Sloane 
Robinson. The hedge fond 
manager’s $700m SR Asia 
Fund returned 66.5 per cent in 
the 11 months to November 
and is expected to have 
achieved more than 80 per 
cent for 1997 as a whole. How- 
ever, most of its gains came 
from long positions in China 
and Hong Kong in the first 
half. 

In spite of this success, most 
analysts would guard against 
a wholesale rush into hedge 
funds. While some did 
extremely well, others failed. 

Victor Niederhoffer was a 
high-profile casualty of the 
crisis after his futures fond 
halved because of a bullish 
position in Thailand. The 
8460m offshore hedge fund 
run by Orbis Investment 
Advisers lost 23 per cent at its 
value in the year because of 
its long positions in Japan and 
Sonth Korea in the last 
quarter. 


Jimmy Cban. a director of 
the relatively low-risk stock- 
picking fund, said: "It was our 
own mistake of being long in 
markets that didn’t do well 
and short on expensive mar- 
kets such as the US and UK 
which did.” 

This varied performance 
may be why relatively few 
new Asian funds are coming 
to the market Investors seem 
to be focusing more on 
regions, such as developed 
Europe. 

While there are some signs 
that macro funds are cau- 
tiously returning to the Asian 
market managers are wary. 

Few are prepared to predict 
the outcome of hedge fund 
performance in Asia in 1998. 
While market volatility can be 
a blessing to these investors, 
it can also be a curse. As Mr 
Chan said: “The only people to 
really benefit from volatility 
are the brokers.” 

Jane Martinson 
Jonathan Ford 


By John Gapper in London 
and Nicholas Denton 
in San Francisco 

Cable companies in the UK are 
having detailed talks with At 
Home Network, the US pro- 
vider of high-speed internet 
access over cable networks, to 
establish a similar service for 
the UK's 1.8m cable customers. 

Cable and Wireless Commu- 
nications. NTL and Telewest, 
the three largest British cable 
companies, have discussed set- 
ting up a joint venture com- 
pany - in which all four part- 
ners would hold equity - to 
replicate At Home's services. 

Although the three UK cable 
companies could try to pro- 
duce their own services, some 
executives say it would be 
hard to match the expertise 
built by At Home or Roadrun- 
ner. Time Warner’s rival US 
service. 

At Home is thought to have 
produced draft proposals for a 
UK joint venture at Christmas. 
These are now being consid- 
ered by the UK companies. 
However, executives say they 
are likely to look at other pos- 
sibilities before making a deal. 

NTL said yesterday that 
although it had talked to At 
Home, it was "actively consid- 
ering a range of alternatives” 
to the joint venture, including 
offering a high-speed internet 
service to other UK cable com- 
panies itself. 

The talks are significant for 
UK cable companies because 
At Home's service, which car- 
ries data up to 100 times faster 
than ordinary telephone lines, 
has contributed to a strong 


revival in the market valua- 
tions of US cable companies. 

By providing internet access 
as well as new television chan- 
nels. US cable companies are 
seeking to differentiate them- 
selves from satellite broadcast- 
ers as well as developing reve- 
nues from advertising and 
borne shopping. 

This promise lies behind 
much of the recovery in the 
shares of US cable companies, 
several of which have doubled 
from their lows last year. 

Several UK executives 
involved in talks believe At 
Home is demanding too large 
an equity stake in the venture 
in return for technology and 
expertise. However. At Home 
may seek deals with individual 
companies if a deal is delayed. 

Cable groups believe they do 
not have to rush because there 
is no immediate threat of com- 
petition for high-speed internet 
delivery from telecoms groups. 
They are also occupied by the 
introduction of digital televi- 
sion this year. 

At Home uses the infrastruc- 
ture of participating cable 
companies, linked by a “back- 
bone” network it has built. 

Lead investors in At Home, 
which went public in July 1997 
and is valued at S2.6bn. 
include Tele-Communications 
Inc and Comcast two of the 
largest US cable companies, as 
well as Kleiner Perkins, the 
venture capital firm. 

At Home. CWC and Telewest 
declined to comment on the 
negotiations. 

Lex, Page 16 
TCI gives prize. Page 18 


Asia colours fund managers’ 
views on emerging markets 


By Phffip Coggan, 

Markets Editor 

Fuiad managers became 
significantly more negative 
about emerging markets in the 
fourth- quarter as Asia’s finan- 
cial and economic problems hit 
home, according to a survey. 

The proportion of fond man- 
agers who were positive 
towards global emerging mar- 
kets dropped from 85 per cent 
in the third quarter to SO per 
emit, while the share of nega- 
tive .managers increased from 
20.per cent to 35 per cent 

The losses in Asian markets, 
with the FT S&P Pacific Basin 
dropping 27.3 per cent in dollar 
terms in the fourth quarter. 


were undoubtedly both a 
symptom and a cause of this 

rii«}Hna(nnmpnt 

The survey, carried out by 
Fulcrum Research on behalf of 
Burson Marsteller, the public 
relations company, was con- 
ducted between November 15 
and December 5, as Korea was 
calling in the International 
Monetary Fund but before the 
recent slump in the Indonesian 
rupiah and stock market. 

The fund' managers inter- 
viewed took a negative atti- 
tude towards Korea, according 
to the survey, because they 
were “not convinced of the 
government’s or country’s 
ability to carry out the painful 
but necessary IMF reforms". 


They also believed that gov- 
ernments In Malaysia, Thai- 
land and Indonesia had 
refused to acknowledge the 
financial c risis. 

Managers thought many 
south-east Asian currencies 
could devalue further. 

Latin America re mained the 
favourite emerging market 
region in spite of signs of a 
contagion effect from Asia. 

The prospects for eastern 
Europe were seen as mixed, 
with Hungary the top pick for 
1998. Poland and Russia were 
not expected to bounce back 
from the sharp falls suffered in 
the fourth quarter. 


Indonesia and IMF, Page 22 


Oil companies eye Iran openings 


By Robert Cosine in London 

International oil companies 
are establishing, outposts in 
Iran fallowing conciliatory sig- 
nals from the Islamic repub- 
lic’s new leadership. 

British Petroleum has set up 
an office in Tehran, and Royal 
.Dutch-Shell . has struck a 
co-operation pact with the 
National Iranian Oil Company. 
The companies are hoping for 
a breakthrough in relations 
between Iran and the US. 

Mohammad Khatami. Iran’s 
president, recently called for 
dialogue between Iran and the 
US in a CNN interview and 
recommended the exchange of 
"pr ofe ssors, writers, scholars, 
artists, journalists and 
tourists". 

Until recently. BP and Shell 
were reluctant to be seen 
bring active in Iran as both 
have extmisive interests in the 
VS. BP, founded in 1901 to 
search for ad in what was then 

. T 


Persia and expelled from Iran 
a year after the 1979 revolu- 
tion, has just reopened its 
office in Tehran. 

The company, which says it 
has “no current plans for 
investing in Iran", says the re- 
establishment of . a low-level 
presence In Tehran does not 
violate any British or US laws. 

Shell, which had talked to 
the Iranians for some years 
about developing the large 
South Pars gas field in the 
Gulf, appears to have struck a 
possibly wide-ranging pact 
with the state-owned National 
Iranian Oil Company to 
explore and develop oil and 
gas reserves in neighbouring 
Turkmenistan. 

Although Shell will only 
confirm that the agreement 
covers offshore developments 
in the Turkmen sector of the 
Caspian Sea, industry observ- 
ers expect it will be extended 
to coyer joint onshore projects. 

Last week Bizhap Zangeneh, 


Iran's oil minister, said Tehran 
was keen to play a big role in 
developing onshore oil fields in 
Turkmenistan. 

Although Iran is the world's 
third-largest oil exporter, its 
fields are Car from the coun- 
try's industrialised north. It 
would make sense for it to 
import on from Caspian pro- 
ducers for its northern refiner- 
ies and make a similar amount 
of Iranian crude available to 
Caspian producers at its 
export terminals in the Gulf. 

Shell is' also studying the 
feasibility of a proposed pipe- 
line project that would carry 
gas from large fields in eastern 
Turkmenistan to Turkey via 
Iran. 

Industry observers believe 
that intensive lobbying in 
Washington by US oil compa- 
nies against the growing use of 
unila teral sanctions appears to 
be paying off. 


Editorial Comment, Page 15 


(hrpomte I inanrr Advisers on over. U*> billion 
ol' Mergers and \r<|uisilions in |W~ 


Credff Sufctsa Group 



Pticeffbterhouse 




Than amouicmafia aepaer as a matter st iworJ 4A)y. Pnee WturtnuM a No. l. uonftan Budga. London SE1 9QL 
B auitatnd Of (to hsttuta e» Q»WM AccorenoiB n Engtand and Wain 10 can on nmaimant bunaaa. 




























; - V - il 


FINANCIAL TIMES MONDAX JANUARX 12J998 . 


COMPANIES AND FINANCE 


Generali gets go-ahead to fund AMB deal 


By Paul Betts in Milan 

Assicurazioni Generali. Italy's 
largest insurer, has the go-ahead 
from its shareholders to issue new 
equity and debt to finance its 
L9.700bn ($5.42bn) acquisition of an 
80 per cent stake in AMB, the Ger- 
man insurance group. It is also 
buying two subsidiaries of AthSna. 
the French insurer. 

It reported at an extraordinary 
shareholders' meeting at the week- 
end that 1997 group earnings would 
rise 25 per cent to about Ll.OOObn. 
from LSQObn in 1996. 


Gianfranco Gutty, chief execu- 
tive, said total premiums rose to 
more than L40,000bn last year from 
L34.900bn in 1996. He confirmed the 
company's target to raise its return 
on equity from 10 per cent to 14 per 
cent by 2000. 

The acquisition of AMB and the 
French businesses follow the 
recent agreement with Allianz of 
Germany to end the takeover bat- 
tle for AGF. the French insurance 
group, which is now set to come 
under the control of Allianz. 

Allianz is still awaiting French 
government approval to take con- 


trol of AGF. Once this is granted. 
Generali will be in a position to 
launch next month an issue of new 
shares to raise L4,034bn to help 
finance its German and French 
acquisitions. It will raise an addi- 
tional L3,166bn from new debt 
issues and rely on Internal funds 
for the balance. 

The deal will turn Generali into 
the fourth largest insurance group 
in Europe after Axa-UAP of France, 
Allianz-AGF. and Zurich-BAT. 

Although the Italian insurer bad 
hoped to gain control of AGF. Ant- 
oine Bernheim, Generali chair m a n . 


said of the compromise with Alli- 
anz: “A good transaction is better 
thaw a contest whose outcome is 
unknown." It would also help Gen- 
erali penetrate the German market 
and increase its presence in France 
at considerably less cost than its 
original AGF bid of L16,000bn. 

However, Mr Bernheim used the 
meeting to criticise the French gov- 
ernment’s attitude to Generali's 
hostile bid for AGF, as well as the 
Agnelli LSI bolding company's role 
in the takeover saga. Generali had 
originally negotiated with the 
French Worms conglomerate, now 


controlled by Iftt, the acquisition of 
its Ath&na insurance subsidiary. 
The insurance company, subse- 
quently fell into, the hands of AGF 
in alliance with Worms and IfiL ’ 
That prompted Generali to move 
cm AGF because the Italian insurer 
believed Allianz was interested in 
GAN, another larger French 
insurer. However, Allianz subse- 
quently decided to bid for AGF 
because.it believed that if Generali 
acquired AGF, the French govern- 
ment would not allow a second 
French company to fall in foreign 
hands, according to Mr Bernheim. 


Lloyds set 
for estate 
agency sale 

By Jane Martinson, 
Investment Correspondent 


Lloyds TSB, the UK h anking 
group, is expected to sell 
Black Horse Agencies, its 
estate agency arm. following 
a review of the business. 

The group yesterday 
refused to confirm weekend 
press reports that it was 
considering a sale to a man- 
agement buy-out team for 
£50m. However, the group is 
understood to be keen to 
withdraw from (he agency 
business in order to increase 
returns. 

Lloyds, which is chaired 
by Sir Brian Pitman, 
launched the internal 
review in an effort to cut 
overlap between its agencies 
and those of TSB. 

In 1996 the Black Horse 
Agencies made a pre-tax 
profit of £4m, compared 
with a loss of £9.5m in 1995. 
The turnround came as 
property exchanges rose 19 
per cent. 

Although the estate 
agency business is nnder- 
stood to have made a small 
profit last year, it has low 
returns compared with the 
bank overall. Lloyds is 
understood to be keen to 
withdraw from the business 
in spite of the upturn in the 
housing market 

Following the merger the 
group set out to end duplica- 
tions in areas such as life 
assurance, general insur- 
ance broking and consumer 
finance as well as estate 


Watmoughs counters ‘cavalier’ Quebecor 


By Andrew 
Edged tffe-Johnson 

Watmoughs, the UK printer 
fighting a £188m hostile bid 
from Quebecor Printing of 
Canada, yesterday accused 
i its rival of “a complete mis- 
understanding of the UK 
market and of the industry 
in general", as it challenged 
a number of Quebecer's 
claims. 

The latest salvo in its 
defence was aimed at “Que- 
becor's cavalier generalisa- 
tions and factually inaccu- 
rate and contradictory 
statements". 

The Canadian group's own 
ann ual report contradicted 
its claims about consolida- 
tion in the industry and the 
absence of niche markets, 
Watmoughs argued. Wat- 
mougbs had invested £i70m 
in plant and technology 
since 1992. and enjoyed 
higher operating profit mar- 
gins and return on capital 
than Quebecor. said chief 



Sir Derek Birkm: There is nothing fundamentally wrong with this company’ 


executive Patrick Walker. 

Quebecor retaliated, say- 
ing: “Watmoughs talks 

about contradictions. Share- 


holders should place its talk 
about market growth along- 
side its recent earnings and 
share price performance. 


The fact is that when we bid 
for the company the shares 
were at 197Vip.” 

Watmoughs’ shares stood 


at 279yip on Friday - well 
above the 257p cash offer. 
Amid analysts' predictions 
that Quebecor will have to 
raise its terms to about 300p, 
Watmoughs has until this 
Friday - day 39 of the bid 
timetable - to produce finan- 
cial details to back up Its 
rhetoric. 

Sir Derek Birkin, Wat- 
moughs' chairman, said yes- 
terday: “The speed of the 
recovery shows there is fun- 
damentally nothing wrong 
with this company, as you'll 
see on day 39. Maybe ana- 
lysts will be surprised by 
how fast the recovery has 
been." 

Analysts expect Wat- 
moughs to have made about 
£18.3m pre-tax profit in 1997, 
down from £22.201. Sir Derek 
said the company would try 
to show that the pr o fit s fall 
was a "temporary hiccup", 
adding: “Shareholders 

shouldn’t be beguiled into 
thinking that’s the way it's 
going to be for the future." 


TCI gives consolation prize to Microsoft 


By Nicholas Denton 
in San Francisco 

Tele-Communications Inc. 
the largest US cable com- 
pany, has given Microsoft a 
consolation prize after 
including a rival company's 
software in a new generation 
of television set-top boxes. 

TCI said at the weekend it 
would license a version of 
Microsoft's Windows operat- 
ing system to control 5m of 
the 6.5m to 10m set-top boxes 


it plans to deploy in 1999 
and 2000. 

These set-top boxes will 
allow cable companies to 
offer high-speed internet 
access to their subscribers, 
and carry services such as 
home shopping and advertis- 
ing-supported interactive 
entertainment. 

However, TCI stopped 
short of a closer alliance 
with Microsoft, which had 
reportedly been discussing a 
Slbn investment in the com- 


Thia announcement appears as a matter erf record only. 


pany to finance the purchase 
of set-top boxes. 

TCI is also to license Java 
software from Sun Microsys- 
tems, the computer maker 
that is seeking through Java 
to counteract Microsoft's 
dominance of the industry. 
This means many applica- 
tions. designed to provide 
services such as home bank- 
ing to set-top box users, will 
be written in Java, encourag- 
ing developers to use the 
programming language. 


December 1997 


By contrast. 90 per cent of 
personal computers are con- 
trolled by Windows, giving 
Microsoft an advantage in 
designing applications such 
as word processors for that 
environment. 

By including software 
from both Sun Microsystems 
and Microsoft, which are in 
dispute over Microsoft’s 
alleged attempt to hijack the 
Java language. TCI is 
playing the technology lead- 
ers against each other. 


TCI has pursued this 
divide-and-rule strategy 
because of its concern - 
expressed publicly by John 
Malone. TCI chairman and 
chief executive - that Micro- 
soft was seeking to dominate 
the cable industry as it did 
its own. Microsoft last year 
invested $lbn in Comcast, 
the fourth largest US cable 
group, and irritated Mr 
Malone by seeking through 
Comcast to take a stake 
in TCL 



Frank Stronach 
agrees to buy 
control of SDP 
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By William Hall to Zurich 

Frank Stronach, the Cana- 
dian entrepreneur, has 
agreed to buy control of 
Steyr Daimler Puch, the 
Austrian vehicle manufac- 
turer, from Creditanstalt, in 
a deal which could be worth 
more than Sch4bn ($3 12m). 

Creditanstalt has agreed to 
sell its 66.8 per cent stake in 
SDP to Magna International, 
owned by Mr Stronach and 
one of the world's largest 
suppliers to the car industry. 

The sale, subject to clear- 
ance by the Austrian cartel 
authority, also includes Cre- 
ditanstalt’s 50 per cent stake 
in Steyr Daimler Puch Fahr- 
zeugtechnik (SFT). which 
earns most of its profits from 
long-term contracts to 
assemble Chrysler jeeps and 
four-wheel drive vehicles for 
Daimler Benz. 

Steyr Daimler Puch shares 
have nearly doubled over the 
past year and the company 
had been planning to buy 
back the rest of SFT from 
Creditanstalt. 

It sold the stake, worth an 
estimated Sch2.5bn, to the 
Austrian bank in 1988 for 
SchGOOm when it was seek- 
ing fresh capitaL No price 
has been mentioned for Cre- 
ditanstalt's 66.8 per cent 
stake in SDP, but based on 
the current stock market 
capitalisation of Srh3.4bn it 
could be Sch?-2bn. 

Mr Stronach is one of Aus- 
tria's recent industrial suc- 
cess stories. He was born in 
Austria and emigrated more 
than 40 years ago to Canada, 


where he established a car 
parts shop. This grew into 
one of the world's biggest 
suppliers to the industry, 
with sales of $4.4bn a year. 

Although he is now a 
Canadian citizen he has 
returned to Austria and is 
intent on building a new 
industrial empire there. 

Magna's European head- 
quarters are in Oberwahers- 
dorf in Lower Austria and 
Mr Stronach employs 2,000 
in Austria. It is building a 
large forging press plant 
near Graz which will employ 
another 200. In addition to 
his Austrian components 
business, Mr Stronach also 
plans to build a Sch7bn 
Disney-style theme park just 
outside Vienna. 

Creditanstalt said its deci- 
sion to sell its controlling 
stake to Mr Stronach was 
influenced by the fact that 
he was a former Austrian 
who has shown a strong 
commitment to the country. 

Magna will be a strategic 
partner for Steyr and will 
strongly promote Austria as 
an industrial location. It 
will give Magna access to 
international know-how and 
help ensure its long-term 
survival. 

Austrians are particularly 
sensitive to foreign take- 
overs of domestic companies. 
Until recently large parts of 
Austrian Industry were 
either nationalised or owned 
by the country’s big banks. 
This has left Austria with 
very few International com- 
panies that can hold their 
own in world markets. 


INTERNATIONAL NEWS DIQESI : 

Merita to book 


Merita, the Finnish bank merging with Nordhanken of - 
Sweden, said it would make an exceptional gain of - 
FML24bn ($225m) on its 1997 results following n refund . 
from its group pension fund. The bank, which’last Octo- 
ber reported increased profits ''of FM2;8bn. against . : . • 
FMl SThn.for the first nine manths.of last year, said the:: . 
transaction reflected a sharp increase, in the penstonftmd 
surplus over the past five years: 

Even after the transfer - made possible by a recent . 
change in F innis h pens on regulations — the bank pre- 
dieted the pension fund would have a surplus of about ' 
FM400m. Officials said; however, that the exercise was 
unlikely to be repeated followtog completion of Merita's 
$10bn merger with Nordbanken. Merita’s most commonly 
traded A shares closed: down FM0. 30 . at FM29.90 on Friday, 


Tim Burt, Stockholm 


SPANISH BANKING 


La Caixa roles out more spending 

La Caixa, the Barcelona-based savings bank which Is a 
core shareholder of several domestic blue chip companies - 
in cinriing Telef&nica and Gas Natural, has ruled out fin ;- f 
ther industrial investment this year. In 3997 La Caixa 
hunt up Spain’s biggest industrial portfolio, worth 
Ptal,054bn ($6-9bn) at currant prices, when it increased fte 
stake in RepsoL the energy conglomerate from- 5 per cent ; 
to 7 per cent and acquired L4 per cent of power group , 
Endesa. 

La Caixa lifted 1997 net profits by 33 per- cent to 
Pta94.1bn and raised total lending by I5&per cent to 
Pta4,800bn. The savings bank, one of the largest in . 
Europe, ranks behind Banco Santander and Banco Bilbao 
Vizcaya among Spain’s financial institutions with a 7 per 
cent share of domestic loans. Tom Bums, Barcelona ■ 

■ US BANKING 

BankBoston consolidates in Europe 

BankBostoa one of the largest banks in the US> will shut 
its operations in Paris and Frankfurt to concentrate an 
growth in eastern Europe, Tatki America and-Asla. The 
group will consolidate its European presence in London, 
whose offices will take on the $250m loan portfolio now : . 
held by branches in Paris and Frankfurt. 

"We keep sharpening our focus," said HenrLqne Met- - 
relies, president The bank is shifting its growth strategy: 
toward emerging market activities and plans to expand 
its private equity and capital markets activities. 

Victoria Griffith, Boston , 

■ US CO-OPERATION 

Holzmaon, Hochtief call off plan 

Philipp Holzmann and Hochtief, the German construction 
companies, have called off their planned co-operation in 
the US following their failure to agree on a valuation for . 
Philipp Holzmann USA, in which Hochtief was to have 
taken a 49 per cent stake. Holzmann, which had a com- * 
pleted US project value of $l-53bn in 1966, said negotia- 
tions had not led to a valuation in line with the strategic 
value of its US business. 

However, the two companies will go ahead with the • : r . 
merger of their Austrian operations and their property : - ■ - 
management business. They will also cooperate on man- - •' 
agement software systems. These efforts follow the drop- *- 
ping last year of plans by Deutsche Bank and Hochtief to. 
pool their stakes in Ho lzmann to obtain effective control 

Andrew Fisher, Frankfurt 

■ US AEROSPACE 

Boeing to build McDonnell jet ; 

Boeing of the US is to manufacture a new 100-seat 
regional jet which was originally designed by McDonnell . 
Douglas. Boeing acquired McDonnell Douglas, afro afihe- 
US, last year. The twinjet aircraft, originally called the 
MD-95, is to be renamed the Boeing 717-200. The engines' 1 
are being built by a joint venture between Rolls-Royce of. 
the UK and BMW of Germany. The aircraft will serve. . ;• ji 
regional markets, with flight distances of 300 miles or. J 
less. AlrTran Airlines, formerly ValuJet, has ordered 50 of 
the aircraft and has taken options on a further 50. 

Michael Skapinker, Aerospace Correspondent 

■ DUTCH REPROGRAPHICS 


Oc6 expects jump in profits 

Oc6, the Dutch reprographics group, expects net profits • 
for last year to climb 40 per cent to FI 237m C$1 15 Am) and 
fa on course for a further increase in 1998, according-to - 
Harry Pannings, chair man Although progress was being ' 
aided by favourable movements in exchange rates as well 
as the effect of acquisitions, autonomous' growth in sales' 
for the second half of the year just ended doubled to 3 per - 
cent compared with the first six months. . , 

Revenues for 1997 were up 30 per cent to FI 5.4bn. Just 
over half the rise was generated by purchases, notably of 
the printer division of Germany’s Siemens Nixdorf, 
included from last April. Oc£ would derive "maximum 
benefit” from its technology base as the Industry shifted 
from analogue to digital standards, Mr P enning * said.' Net 
earnings per share for last year were FI 11.46, compared . ■ 
with FI 9.06. Gordon Cramb, Amsterdam 

m SWISS BANKING 

UBS and Ebner group declare truce 

Union Bank of Switzerland and its dissident shareholder, 
Martin Ebner’ s BK Vision investment company, have 
reached a truce in a long-running battle over the bank's 
share structure. BK Vision and Peter Hafter have agreed 
to Buspend a three-year legal challenge that has succeeded 
In freezing UBS's plan to combine its registered and 
bearer shares into a single class. Their argument has been 
made academic by UBS’s agreement to merge with Swiss 
Bank Corporation to form United B ank of Swi tzerlan d, 
which will have a single class of shares. 

The merger, and consequent changes In management: 
v i ndicated Mr Ebner’s efforts to get UBS to increase value, 
for shareholders. BK Vision also withdrew a legal action ■ ■ 
against UBS directors for alleged breach of their fiduciary 
duties. Both sides said they Intended the "settlement to 
put an end to [our] differences once and for all”. - 

Clou Harris. Banking Correspondent 


Bank of Ireland, Dublin 


Participants 


Faofrty Agent & Security Trustee 


NM Rothschild & Sons Limited 




Chase Manhattan International Limited 
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J.P.Morgan 




meeting on January 16. In a However, the dissident M&G and Ipvesco, the 1992. 
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KLM, Malaysia Airlines plan link 


Brdbrampnmb. .... 

in Amsfonlahi *. .* . .. ” 

. Malaysia AjrHhus plan an 
; -, ... - -J tie-up; aiding; a substan- 
tial further str and to the network of 
international alliances being built by 
theDntcbcarrier. 

The two are.to “conduct an intan- 
sive^tudy. of- opportunities forcom- 
jnerdal awiperation**; under which 
(lights between Amsterdam and 
Kuala lJunpur will first be linked. 
'Desti na tions ' elsewhere in Europe 
and In Australia may also be 
toduded.; ■•:■•■-. . 

- An agreement that is scheduled to 
be concinded this spring is expected 
to . open the way to the co-ordination 
-of marketing -and ground banding. 


The agreement could be widened to 
include the airlines' existing 
partners. 

KLM and Italy's Alitalia last 
month reached, accord on a strategic 
partnership along the lines of KLM’s 
recently renewed deal with North- 
west Airlines of the US. 

Leo van WUk. chief executive of 
the Dutch airline, said at the time 
that a similar alliance In Asia was 
his main priority for this year. 

However, the memorandum of 
understanding announced on Friday 
with Malaysia Airlines does not 
mark the achievement of that goal. 

It Is understood that KLM would 
view its presence in the Asia-Pacific 
region as complete only once it had 
ties with a number of operators 


including a binding deal with one 
larger carrier. 

Hong Kong's Cathay Pacific has 
become the most frequently men- 
tioned, following a tie-up between 
Singapore Airlines (S1A) and Luft- 
hansa of Germany. 

Economic upheavals in the Asia- 
Pacific region, while likely td inhibit 
the volume of business travel, may 
generate a surge in tourist demand 
as a slide In local currencies makes 
many holiday destinations more 
attractive. 

Cathay has yet to form a firm 
bond with a European carrier, and 
has among the most envied of 
regional networks - especially 
within China, which has remained 
largely aloof from the economic tur- 


moil of the past few months. David 
Gledhill, Cathay’s former chairman, 
is a non-executive director or KLM. 

Malaysia Airlines, which operates 
a 100-strong fleet compared with 
KLM's 120, has had a cargo link with 
the Dutch carrier for the past IS 
months on the Amsterdam-Kuala 
Lumpur route. This is to be extended 
to passenger services, with flight fre- 
quencies increased. 

The new Klia airport south of the 
Malaysian capital, due to open 
within months, was an attraction for 
the Dutch group. It will provide 
additional capacity in a way similar 
to the extension of Milan's Malpensa 
hub, the development of which was 
significant to the success of its deal 
with Alitalia. 



_ for Peregrine fall-out 

territory’s ability to manage potential systemic risk is being put to the test 

r ith the threat of Kona environment it would -.•••• rump" .-irmrriim 



1th the threat of 
liquidat i on hover- 
ing over Peregrine, 
both the government and the 
financial sector are bracing 
themselves for the potential 
fall-out from the. mists at 
liong Kong's stricken invest- 
ment bank. -- 
Government and company 
officials said yesterday talks 
were ’still under way with 
potential buyers, but even 
company, sources admitted 
winding-up procedures could 
start as early as today.. 

Donald .Tsang, financial 
secretary, : dismissed the 
threat of systemic risk, say- 
ing -there were adequate pro- 
visions: for institutions 
exposed to the group and 
that all: securities accounts 
were covered. 

The more optimistic com- 
ments reflect the stakes 
involved. A collapse would 
not only tarnish the territo- 
ry's reputation as a regional 
financial centre - Pere- 
grine's meteoric growth was 
a proxy for the emergence of 
that role - but also test its 
ability to manage potential 
systemic risk.- 
Another falling set to be 
highlighted is.the absence of 
a body to manage the wind- 
ing down of an Investment 
bank with same US&DQm in 
outstanding debts. - , - 
• “We dtmt/have, as they 
had in the Barings crisis, a 
Bank of England, to orches- 
trate, this, yet it: fem have 
cross-border ramifications,” 
said . a. banking . chief: “It 
would be a very big Job, and 
a very demanding one." 

John Lees, a. director with 
Ferrier, Hodgeson and Mar- 
fan, which has' previously 
been called upon to manage 
investigations and liquida- 
tions, said that in the Hong 


Kong environment it would 
be "a fairly normal step to 
approach Hongkong Bank 
and see what they can do. 

They have got HSBC 
Investment Bank, which has 
certain skills which could 
help in the sale of viable 
parts if that is the way it 
goes". The bank would not 
comment at the weekend. 

Peregrine’s integral role in 
corporate Hong Kong means 
a collapse would have rami- 
fications across the board. 
As a leading sponsor of 
IPOs, it took stakes in the 
companies it brought to mar- 
ket and today has small 
holdings in a raft of red 
chips and other companies. 

“There's almost a domino 
effect with these things," 
said Mr Lees. "The biggest 
asset of a company like Pere- 
grine is its goodwill, which 
relates to confidence. There 
are a lot of other companies 
that rely on Peregrine. 
B anks lend to Peregrine. 
Other corporates sell to 
. them. Stiff others rely , on 
them for listings and all 
sorts of. other services. 
There's quite a ripple effecL 
Financial services these days 
are very much integrated 
and Inter related." 

Among- . those with a 
vested interest in Peregrine's 
fate are fund management 
-and brokerage clients, 
mainly institutional. There 
are also its bankers, and the 
-(mostly -US) banks which 
acted as counterparty to cur- 
rency swaps on Asian debt 
deals, such as the one which 
proved its undoing. 

Peregrine was brought low 
by Steady Safe, an Indone- 
sian taxi operator to which it 
lent about USS200nx or one- 
fifth of its capital base. 
There may be other expo- 


The bigger they are.... 
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Its ta udw Riflp Tosa end Francis 
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b usi nessmen 

VVWi me downturn in aquity business, 
end ower-ihinnar irargma on agency 
taking, Tostataand the company 
mo Sued i ncome. He gave the task o< 
heading up the team toAndtoLewa 


then 32 yowold whom he poached 
from Lehmann. The fledgetog flxed 
hcome ream bokoo rai doii t to some 
300 |ust before (he yob cuts annokrced 
tast November, after douMng m Size 
every year since its Aprt 1804 
rauguodorv. In 1996 the fued Income 
arm raised arauid USS22bn for Aaan 
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number ol independent baguo tables 
Bui Vie group has retainod and bolted 
on omer ncttvmes. Us stable now te 
made up of equities. (Med inc o me, 
fund morngamani. direct nveatment, 
and property. 
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sures to companies in a simi- 
lar situation: fast-growing 
prospects derailed by the 
regional currency melt-down 

Once the exposure came to 
light, Zurich Group, which 
two. months earlier had 
agreed to pay US$200m for a 
24 per cent stake in Pere- 
grine, sought to renegotiate 
terms. The two sides failed 
to reach an agreement, Zur- 
ich walked away, and regula- 
tors put trading restrictions 
on Peregrine operations. 

The weekend has been 
spent desperately trying to 
salvage the company. “It is 
quite similar to Barings in 
that over the weekend they 
tried to save the bank but 
had the problem with the 
loss on Nikkei futures so 


there was an open-ended lia- 
bility." said Gary CouII, 
chairman of Credit Lyonnais 
Securities (Asia). 

“This is perhaps more dif- 
ficult. because there is a lon- 
ger time-frame on the expo- 
sures and a lot of paper that 
is hard to value." 

S o Peregrine is racing 
against the clock to 
find a white knight. 
Clients have already quit As 
one banking chief noted: 
“You aren’t able to talk with 
clients because you're spend- 
ing all your time putting fin- 
gers in the dyke, and there 
are more holes than you 
have fingers.” 

Among those being 
courted is “a household 


name”, according to a com- 
pany source. But few expect 
a wholesale buyer to emerge 
in the current climate, when 
other Asian operations - 
including BZW Asia and 
NatWest Securities - have 
failed to find one. 

But caning up Peregrine 
opens new risks for its direc- 
tors. If any operating subsid- 
iaries are found to be insol- 
vent, they could incur 
personal liabilities unless 
there was some legal protec- 
tion. such as a receiver or 
provisional liquidator. 

With several attractive 
operations including the 
core stockbroking business 
and possibly its venture cap- 
ital activities, cherry-pickers 
are expected. These could 
include local players, such 
as Core Pacific of Taiwan, 
which last month bought 
Yamaichi's Hong Kong 
operations, or China Ever 
bright, the acquisitive arm 
of China's state council, 
which has expressed interest 
in expanding its investment 
banking capabilities. 

Despite the reported pres 
ence in Hong Kong of Sandy 
Weili. president of Travelers 
Group, international bouses 
are likely to be wary of 
being white knights. Apart 
from uncertainty over Pere- 
grine's accounts, its market 
share is eroding every day. 

"What would you be buy- 
ing? A few screens and cul- 
tural incompatibility.” said 
one US banker. “In the envi- 
ronment one is seeing, even 
if something is cheap, is this 
a market to be increasing 
costs in terms of head- 
count?” 

Louise Lucas 
and John Ridding 


Daewoo wins 
better terms on 
Ssangyong deal 


By John Burton in.Seoii 

Daewoo,-.. South : Korea's 
fourth largest conglomerate, 
has completed -its takeover 
of : debt-ridden Ssangyong 
Motor on more generous 
terms' than announced last 
month. : ; l.: . 

.. Under a formal agreement 
signed: at -the, weekend, Dae- 
woo.. -winch owns. Korea's 
second largest . carmaker, 
-will -assume_ half of. Ssan- 
gy dug’s debt .of: Won3.400bn 
;($i.88bn) . instead of 
Won2,000bn . under a tenta- 
tive deal -unveiled a month 
ago. Ssangyong will’ he 
responsible for the rest of 
the debt. 

Daewoo's- purchase price 
for a 5L98 per cent stake in 
Ssangyong - was also cot from 
.Wanl5Qhn tQ Woh64^biL 
- Ssangyong was forced to 
sell its car - division, the 
natioh-s fourth biggest 
vehicle- - manufacturer, 
becausamoimfinff losses and 

heavy ^dehts threatened the. 

financial stalrility of the par- 
ent group, which fa Korea's 
sixth, largestcon^omerate. - 

However, .a recent rise in 

Interest rates' mfl force Dae- 
woo- topay moro!to. service 
the. Ssax^yongdebt thanim- 
lially proposed -fiSdiough the 
rirtes : offered^ ^-Sisanfflrong’s- 
O^ditoraarestiUhaJtthe, 


current corporate lending 
rate of 25 per cent 
■ Daewoo will have a grace 
period of 10 - years before 
repaying the principal on the 
Ssangyong debt It wifi also 
receive WoniSObn from 
Ssangyong’s creditor banks, 
led by Cho Hung Bank, in 
operating funds.. . 

Interest rates on the debt 
to be repaid by Ssangyong 
wlU be one percentage point 
higher than that set for Dae- 
woo,- with payments on the 
pirincipai due in five years. 

Ssangyong will receive 
•Won300bn in .loans from 
creditor banks to support its 
debt payments. 

- Meanwhile, five Korean 
-banks agreed to extend 
Won220bn in emergency 
loans v to the. Dong-ah con- 
. rtnicticm group, one' of the 
' nation’s leading builders. 

. Dcmg-ah has been suffer- 
ing liquidity -problems 
because of late payments on 
, its construction, projects in 
south-east Asia and'a sharp 
faff-in domestic construction 
orders. ' 

- SeoulBank, Dong-ah’s lead- 
ing creditor, .will provide 
WonlOL5hn, with the rest of 
. the fluids -to be supplied by 
Commercial Bank of Korea, 
-Korea Exchange Bank, Sfain- 
han Bank' and Kyongnam 
'.Bank. ..... 


Stagecoach 
may bid in 
Stockholm 
rail sell-off 

By Charts Grosser 

Stagecoach, the UK bus and 
rail group, is expected to 
enter the bidding fray to 
operate the bulk of Stock- 
holm's commuter and light 
raff, services. 

Friday was the deadline 
for the first stage in the bid- 
ding process. Companies 
that have registered their 
interest will now be 
assessed for their eligibility 
and sent financial informa- 
tion on the business. So far 
no- memorandum of sale has 
been sent out. 

Stagecoach already owns 
Swebus, the. largest bus 
operator in the region. 

A number of other compa- 
nies are likely to be inter- 
ested in the Stockholm ser- 
vices. Linjebuss, Sweden's 
second largest bus company, 
and the subject 1 of an agreed 
takeover by the French 
transport group CGEA. 
would be a natural bidder. 
It already runs one com- 
muter train in Stockholm. 

Analysts say other UK 
groups, such as National 
Express and FirstGronp, 
could also be interested. 

Interested parties will be 
bidding for a five-year con- 
cession to ran the services, 
which carry 60m passengers 
a year, and. have annual 
turnover of SKrZbn (8250m). 


Media spotlight 
turns on head 
of Dow Jones 


By William Lewis 
in New York 

A member of the family 
which controls Dow Jones, 
the US business information 
group, yesterday questioned 
whether Peter Kaon should 
continue as chief executive. 

Asked in a pre-recorded 
television interview shown 
on CBS whether Mr Kann 
was the right person to be 
running Dow Jones, Ms Eliz- 
abeth Goth, who has been 
spearheading efforts by 
fourth generation members 
of the Bancroft family to 
improve Dow Jones's share 
price performance, said: “I 
don't know, you know. 1 
really don’t know." 

However. Ms Goth, who is 
thought to have the largest 
Dow Jones stake of any 
member of her generation, 
said Mr Kann is “definitely" 
the right person to be run- 
ning the Wall Street Journal 
the US business newspaper 
owned by Dow Jones. 

. Dow Jones has suffered 
poor share price perfor- 
mance recently and in 
November cut investment 
plans for its troubled finan- 
cial markets unit In a move 
widely seen as a prelude to 
its eventual sale. 

Ms Goth's decision to pub- 
licly criticise Dow Jones and 


question the position of Mr 
Kann, is likely to be seen as 
an escalation of her efforts 
to shake up the company. 
Until now she has largely 
kept private her criticisms 
and demands. 

“We were the best media 
company in the world," Ms 
Goth said in the television 
interview. “ Thing s c hang ed 
rather drastically." 

“The people of my genera- 
tion own the company and it 
is up to us to behave as if we 
do . . . rather than turning a 
blind eye to it and letting it 
continue to go the way of 
stagnation and poor perfor- 
mance, and, you know, 
shrinking margins," she 
said. 

Asked whether the Ban- 
croft family bad embraced 
her when she began asking 
questions, Ms Goth replied 
“no" and said she had 
stepped into a “very alien" 
culture. However, she said 
she would not drop her cam- 
paign. “The reward of 
patience is patience, right?" 
She added: Tm not going to 
stop asking questions. Tm 
not going away ” 

Ms Goth's stake in Dow 
Jones is valued at about 
$50m and she is said to be 
beneficiary of several hun- 
dred million dollars worth of 
shares held In trusts. 
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ML Laboratories under fire 


By Andrew 
Edgecfiffe-Johnson 

ML Laboratories . the bio- 
technology group headed fay 
Kevin Leech, is not abiding 
by the Cadbury and Green- 
biury codes of corporate gov- 
ernance, according to Main- 
fast, the corporate voting 
agency. 

The company has no audit 
committee,'- and has not 
established a remuneration 

V. 


committee, despite saying 
last year that steps were 
being taken to do so, the 
Manifest report says. 

The Greenbury committee 
recommended all boards to 
establish remuneration com- 
mittees consisting exclu- 
sively of independent non- 
executive directors but ML 
Laboratories' annual report 
points out that the group 
currently has just one such 
director, Donald Davies. 


The annual report states: 
“Due to the size of the 
group, the directors consider 
that the absence of addi- 
tional non-executive direc- 
tors at this time is not detri- 
mental to the stewardship of 
the company and that in 
these circumstances the 
board’s remuneration and 
audit matters continue to be 
effective in the absence of a 
remuneration committee and 
an audit committee." 




/. - ■< 


This announcement appears as a matter of record only. 



PAINTS AND CHEMICAL INDUSTRIES COMPANY S.A.E. 

(Incorporated in the Arab Republic of Egypt with the Commercial 
Register Office for Investmeni-Cairo Gavcmorate. No: 9R483) 


International Offering of 
8,000.001 Global Depositary Receipts 


representing 

2,666,667 Shares (nominal value LE 10 per share) 


at an 

Offer price of USS 1 1.75 per Global Depositary Receipt 


Selling Shareholder 
Chemical Industries Holding Company 


Lead Manager 
INC Biriap 


Co- Lead Managers 


Nonan International 


Adviser to ike Lead Manager 

CmbcrU International Investment Company S.A.E. 


Salom on Brothers International Limited 


Advisor to ike Selling Shareholder 

BFG-Hrnars Investment Banking 


INGUa) BARINGS 


October 1997 


HALIFAX 


Halifax Mortgage Re Limited 


a wholly owned subsidiary of Halifax pic, 
managed by International Risk Management Group 
(IRMG) 

has restructured and substantially expanded its long term 
reinsurance agreement through 

Lloyd Thompson Limited 

a leading insurance and reinsurance broker 
with 

Centre Reinsurance International 
Company 

(a member of the Zurich Group) 



lloyd CENTRE RE 

THOMPSON 1 lvu - 1VL - 


January 1996 


O iRMG 


Jy 7Ws amouncemant appests as a msnst oi record only 
AS these secunfres /we been sold. 
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Deutsche Girozentrale 
Deutsche Kommunalbank- 


Ftvnkfurt jn Main 'St din 


DM 1,000,000,000 

4V4% Deutsche Kommunal-Anleihe of 1998/2003 

(Public Sector Pfandbriefe) 

Series 410 


Deutsche Girozentrate 
- Deutsche Kommunalbank - 


Bankgesdfschaft Berlin Bayerfscfie Landesbank 

Aktlengesellschaft Girozentrale 


Landesbank Sachsen 
Girozentrale 


Norddeuische Landesbank Sudwestdeutsche Landesbank Westdeutsche Landesbank 

Girozentrale Girozentrale Girozentrale 
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A crisis likely to run and run 


Aftertt^ pMocrfiii 

tatia American Brady BondyfaW 
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Watching events unfold in 
Asia last week, it was hard 
not to side with the bulls of 
the Treasury bond market 
(although the stampede at 
the shorter end of the yield 
curve strains credulity: more 
on that later). The hill faith 
and credit of the US Trea- 
sury is now the acknowl- 
edged safe port in an inter- 
national financial storm, 
and events on the other 
side of the world certainly 
Qualify. 

More intriguing, though, is 
the real (relative) value that 
is starting to creep back into 
securities markets: much 
more of this, and there could 
be some real bargains. 

The main point about the 
episodic Asian crisis right 
now is that it is likely to run 
and run. All the ingredients 
are in place for things to 


keep getting worse. There is 
the apparent ineffectuality 
of the IMF and the US Trea- 
sury, whose interventions 
have been too modest and 
too late. There is a debilitat- 
ing mutual distrust between 
Asian governments and 
Western financial Institu- 
tions. Not to put too fine a 
point on it, some In the West 
feel they were lied to about 
South Korea's financial posi- 
tion last autumn. 

That, and a fear in Asia 
that the vulture investors in 
the West are waiting to 
swoop, does not create a 
healthy atmosphere for the 
massive and complex 
regional debt renegotiation 
that is about to begin. 

There is also the coming 
showdown on Capitol Hill, 
which has yet to have its say 
on the part official aid from 


the US has played. And, 
above all, there is the risk 
that the two biggest shoes 
have yet to drop: a Chinese 
devaluation and a new finan- 
cial implosion In Japan, both 
of which must be distinct 
possibilities. All this will 
hang over the markets for 
months to come. In those cir- 
cumstances, who would not 
boy US Treasuries? 

The plunge In short-term 
yields, though, raises a dif- 
ferent question. 

The bond market event of 
last week was not the fur- 
ther declines in long-term 
interest rates but the 40 
basis-point fall in the two- 
year Treasury note. This is 
now well below the Federal 
Reserve's target for 
short-term interest rates and 
is screaming for a rate cut. 

The apparent justification 


COMPANY RESULTS DUE 
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Earnings 
fall expected 
for Eastman 
Kodak 

Eastman Kodak is expected 
to report on Thursday 
fourth-quarter earnings per 
share of 75 cents, down from 
$1.19 a year earlier. 

Analysts said the fall was 
the result of the strong dol- 
lar, increased pressures from 
Fuji Photo Film,, its Japa- 
nese competitor, and unprof- 
itable investments in the 
digital sector. 

They said Kodak had been 
1997’s worst performing 
stock in the Dow Jones 
Industrial Average, losing 
20.5 points over the 
year. 

"The company remains 
under tremendous competi- 


tive pressures from Fuji. 
Fuji has a definitive advan- 
tage with the lower yen and 
this has allowed them to cut 
costs," said Gary Schneider, 
analyst at Bear Stearns. 

In addition, the World 
Trade Organisation issued 
an unfavourable pr eliminar y 
ruling for Kodak, which 
sought to gain equal footing 
with Fuji in the Japanese 
market as Fuji enjoys in the 
US. he said. 

Michael Ellman, analyst at 
Schroder Wertheim. said he 
remained positive about the 
company’s prospects. “We’re 
hopeful that next year will 
be a better year far Kodak." 
It had embarked on a signifi- 
cant cost reduction pro- 
gramme, and this, together 
with price adjustments, 
should address the issue of 
its market share, he said. 

■ Intel is expected to report 
fourth-quarter earnings per 
share of 90 cents tomorrow, 


down from $1.07 a year ago 
and 88 cents in the third 
quarter. Analysts said the 
figures were broadly in line 
with company projections. 

They said the latest projec- 
tions had done little to alter 
market expectations that pri- 
cing and personal computer 
market trends would slow 
earnings growth in early 
1998. They are forecasting 
Intel's earnings per share for 
the year at $2.33, up from 
$1.9. 

Estimates for the compa- 
ny’s 1998 results have been 
cut in the past two months, 
despite strong PC demand 
towards the end of last year, 
mainly because of expecta- 
tions that the company will 
face strong price pressures 
in coming months. 

Analysts said that while 
overall demand in the fourth 
quarter for PCs was strong 
and helped Intel achieve 
forecasts of slightly higher 
quarter-on-quarter gross 


for this has been Alan 
Greenspan's dalliance with 
deflation In a speech a week 
ago. But that could end up 
looking as mis-timed as the 
Fed chairman’s notorious 
flirtation, in a speech last 
summer, with the “new par- 
adigm" of endless, low-infla- 
tionary economic growth - a 
stance that he sought to 
retract later in the year. 

Short-term rates may 
Indeed be two full percent- 
age points higher Mian they 
were in late 1993, the last 
time long-term yields fell 
below 6 per cent But the 
Fed would surely not risk a 
repeat of 1994, when a rush 
to raise US rates sent shock 
waves through bond markets 
around the world. Also, 
there is the not inconsequen- 
tial detail - as evidenced by 
last Friday's employment 

Eastman Kodak 


report - that the US econ- 
omy was still going like a 
train through to the end of 
December. 

By rights, plunging bond 
yields should trigger a hunt 
for spread in the fixed 
income markets. But, with 
fear in the air. there Is little 
sign that that is happening. 
“Models of relative value are 
pretty useless right now," 
said Nanette Abuhoff, US 
fixed Income strategist at JF 
Morgan. Yield spreads on 
everything from corporate to 
sovereign credits may have 
widened, but more volatility 
is on the cards. The r e t ur n 
to normality that followed 
the quick and clean resolu- 
tion to the Mexican peso cri- 
sis three years ago (see 
chart) looks further away 
than ever. 

There is also a good 
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fiiinnw) that more value will 
creep into the US stock mar- 
ket - or, to be more blunt 
about it, that prices are 
going to falL 

Last week’s slide in US 
share prices may not have 
been as dramatic as the one- 
day event that caught the 
headlines at the end of Octo- 
ber, but it had some more 
worrying aspects to it- Few 
investors seemed to be buy- 
ing on the dips - the strat- 
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egy that has stood the mar- 
ket in good stead for many 
years. That allowed the main 
indices to slip 5 per cent 
over a four-day period. 

At least the coming earn- 
ings season should hot make 
things worse. Isolated exam- 
ples of falling sales in Asia 
and growing pricing pres- 
sure in the US aside, the 
final months of 1997 were 
still a good period for corpo- 
rate America. And while 


earnings growth is' slowing, 
profits In 1998 should still 
comfortably beat last year. ' 

Also, with long-term yields 
heading towards 5.5 per cent 
and the Dow Jones Indus- 
trial Average dose to 7,500 
again, relative value is 
beginning to return to' the 
market 

But until Asia is clearly on 
the road to recovery, buying 
US stocks Is going to take a 
strong stomach. ' - - 


ESSENTIAL INFORMATION 
ON THE BANKING INDUSTRY 


Expert analysis of the key regulations and developments affecting 
the current and future growth of your organisation. 

Responding to industry needs, FT Finance provides objective and 
incisive Management Reports priced from £3 50/S US 595. These 
definitive studies are written by experts working within the industry 
and include: 


FINANCIAL TIMES 
Finance 


• Europe & The Single Currency 

■ Banking in EU. Switzerland & Norway 

• Banking in East & Central Europe 

• Banking in France 

• Banking in the UK 

■ Banking in Germany 

• Banking in Russia 

• European Banking Law 

• Banking in Asia Pacific 

> Banking in Japan 

> Banking in India 

> Banking in South America 

> Banking in the USA 

■ Banking in the Middle East 

• Business & Risk in Russia and the 
Baltics 


• The Impact of International Money 
Laundering Legislation 

■ Retail Credit St Banking Fraud 

• European Treasury Management 1997 

■ Risks & Rewards of Private Bonking 

■ Leasing St Asset Based Finance in UK & 
Europe 

• Banking Technology 

• Financing International Trade 

■ Relationship Banking 

• Taxation of Finance & Derivatives 

• Asia's Emerging Bond Markets 

• Japan - Deregulation & The Future of the 
Financial Markets 

• Asia Pacific Profiles 

• Globalisation of Asian Films 

• Islamic Finance 


For more hrformadno contact FT Finance 0«1 Tel * •U <0*171 S% 2279. tv Fax *iA (0jl7l 896 2274. Altenumclj 
Sul* COmplet<: and re * un ' ^ following ronn id: FT Finance. Maple Hourf. 1 49 Toaentwm Coun Road. London wjp 


CONTACT DETAILS 

Name Mr/Mrs/M* . 

Job Tuk ... 

Company 

Dept 

Addneu 

Country . 

Tel 

Fus 

email 


PLEASe SEND MODE INFORMATION 

1) 

2) 

.3) 

■»» 



6) 

71.. 

8 ) 

91 . . 

«0t 


Shaft price ff) 

100 ~r^ — 7— 



Share-price. (5) - 

100 - — 



J Jen ' -1997 : SB 

~fti im'ii ' rmiijiiinniiiiry ~ • 

margins, aggressive price 
cutting and demand for low- 
er-margin PCs was likely to 
cause a year-on-year earn- 
ings decline and further 
weakness in the medium 
term. 

Morgan Stanley Dean Wit- 
ter analysts said more 
aggressive price cuts on 
Intel's Pentium H micropro- 
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cessors would cause lower- 
than-expected revenue 
growth and gross margins in 
the first half of 1998. 

■ Tomkins, the industrial 
conglomerate, is expected to 
report interim pretax profits 
of £2 06m ($339m) today, com- 
pared with £169m, giving 
earnings per share of 9.8p. 
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Tomkins 

ShfflB pra» n5tettve to the 
FTSEAlL-Sham Index . 
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BZW, the broker, is looking 
for a 3.45p dividend. 

However, investors will be 
equally interested in news 
on Tomkins' disposal pro- 
gramme and its share buy- 
back plans. Last year the 
company began a £i00m buy- 
back but analysts hope to 
see this increased to £30Qm. 
They are also looking for a 


statement on strategy. 

The manufacturer Is 
widely thought to be plan- 
ning to focus on three core 
areas - food, car parts and 
building anH industrial busi- 
nesses. Thi« would mean dis- 
posing of the distribution 
arm and the professional, 
garden and leisure products 
division. 

■ Fyffes, the Dublin-based 
fresh produce group. Is 
expected to report today, a 
slight fall in annual pre-tax 
profits to I£46.6m ($64. 3m) 
before an exceptional profit 
of more than Tffhn oh the 
sale of its 18.5 per cent stake 
in United Beverages, an. Irish 
drinks group. 

In April the group warned 
that price falls and unfa- 
vourable currency trends 
would depress interim prof- 
its. It has recovered a little 
in the second half, helped 
by .price increases in 
bananas in continental 


Europe, where currencies 
have been weak against the 
US dollar, the principal cur- 
rency for banana purchases. 

In the UK bananas- are sell- 
ing at about 49p a pound, the 
same level as three years 
ago, after falling to I9p a 
pound in some supermar- 
kets. 

■ The market fears profit 
downgrades when . Dixons 
reports interim profits on 
Wednesday, which are fore: 
cast at about £8Qm ($X30m). 
Although Dixons was one of 
the main beneficiaries of the 
building society windfalls 
over the summer, the second 
half might be proving more 
difficult with marked defla- 
tion In some of its core prod- 
uct ranges such as television 
and audio:' 

Comparable sales inc- 
reases are expected to h^ye 
slowed from about 10 per 
. cent In the first half to about 
7 per cent 
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Getting back on a $150bn track 


After setting the pace in 
1997, Spain and Italy are 
about to get Europe's priva- 
tisation programme back on 
track after the holiday lull. 

The Spanish government 
is poised this week to 
approve the sale of the 
fourth and final tranche of 
shares in Argentarla. the 
banking group. The 292 per 
cent stake could raise about 
$2£bn (£i.34bn) for the gov- 
ernment. Applications for 
shares are expected to open 
on January 26, with comple- 
tion in mid-February. 

The Italian government 
appears to have overcome 
the obstacles to the privati- 
sation of Autostrade, the 
motorway operator sched- 
uled to have been sold last 
autumn and how expected to 
be an early entrant into the 
market this year. 

Bankers say that this year 
could be as busy as 1997 on 
the privatisation front. 
According to Privatisation 
International, which moni- 
tors the industry, govern- 


ments raised $16lbn last 
year selling state assets to 
strategic Investors and the 
public in share offerings. 
The figure was nearly double 
that raised in 1996, and some 
estimates put the possible 
figure this year at $i50bn. 

But there is one caveat 
when considering 1998 - 
whether, because of unfore- 
seen events on financial 
markets sparked by Asia’s 
financial turmoil, mandates 
currently being offered by 
issuers will translate into 
deals. Bankers say it is 
impossible to judge how 
Asia will affect markets and 
plans by governments and 
corporates to sell shares in 
International offerings. 

T see lots of quality man- 
dates, considerably more 
than this time last year, so 
there Is no slowing down in 
what Issuers want to do," 
said the bead of equity capi- 
tal markets at a London 
bank. "But I suspect 1998 
will be a difficult year in 
which to execute deals.” 


Despite the doubts, issuers 
continue to call on invest- 
ment banks to prepare offer- 
ings. Nine banking groups 
are in competition to handle 
the flotation later this year 
of Telekomunlkacje Polska 
(TPSA;, a coveted mandate 
that could lead to a lot more 
business for the winner in 
central Europe’s biggest 
emerging market 

Bankers are also preparing 
to compete for lead roles In 
the privatisations of Air 
France and TAP Air Portu- 
gal Other big deals this 
year, including the flotation 
of Swiss Telecom, have 
already been awarded. 

But same observers sound 
a note of caution. Many of 
the big flotations are sched- 
uled for the second half of 
1998. while signals from Asia 
suggest markets will get 
worse. 

So should issuers rush to 
sell now? 

“Issuers will be better off 
selling early," one banker 
advised. "If you bring a deal 


in October and markets are 
volatile, fund managers will 
be less willing to commit 
than in February or March.” 

One striking figure from 

1997 is that no less than 
$iiObn of the total privatisa- 
tion proceeds were raised in 
the second half of the year. 
Two In particular — fthfas 
Telecom (Hong Kong) and 
Matav - were completed suc- 
cessfully in the year’s worst 
market conditions, when the 
Hong Kong dollar ' and 
emerging markets were suf- 
fering heavy fells. 

Others, such as Telecom 
Italia, Endesa, Aceralla and 
Aldeasa, have either uniler- 
performed their respective 
markets or are trading below 
the offer price. 

Despite that there are few 
reasons to doubt that Euro- 
pean retail investors will not 
support further sell-oflk- The 

1998 calendar Includes Its 
share of telecoms offerings, 
and few people have .lost 
money on telecoms privati- 
sation so far. 
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tONDON . By Philip feoggan 


FRANKFURT By Andrew Rsher 


TOJCTO By GDIiah tett 


TMs week tfBIsae New York 
iavastors and trader weigh 
poaltiveUS economic data * 
against continuing concerns 

about the crisis in Asian . . 
markets and worries about . 
the strength, of US company 
earnings in' the first 
meaningful week of the 
fburth-qnarter corporate . 
reporting season. 

.Tuesday sees the release of. 
Decembers consumer price 
index, with economists 
expecting a 0.1 per cent- 
increase, the same as in 
November. Year-on-year the . 
CPI is expected to be up 1.7 
per cent, the smallest gain 
since 1S8B, when a 19.7 per 
cent cut in petroleum prices 
held down consumer costs. 

December retail sales, due 
os Wednesday, are thought 
by economists to have 
increased by 0.7 per cent, led 
by a rise in motor vehicle 
sales. Vehicles sold at an 
annualised rate of 16m last 
month, the highest sales rate 
since January 1990. 

Economists are also 
expecting December's 
industrial production report, 
due on Friday, to be positive, 
confirming the strength in 
the US manufacturing 
sector. Economists expect 
industrial production to 
have grown by same 0.4 per 
cent in December, making it 
the sixth consecutive month 
that it will have been at or 
above 0.4 per cent. 
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. Nevertheless, traders 
believe stock and bond 
investors are this week 
likely to focus more on the 
continuing crisis in Asia. 

On Friday the Dow Jones 
Industrial Average closed 2.9 
per cent lower at 7,580.42, its 
worst one-day fall since 
October. Traders expect 
continued enthusiasm for US 
Treasuries. 

Friday saw long-term rates 
fall to near 30- year lows, 
with the yield on the 80-year 
bond dropping to 5.73 per 
cent. 


To the extent that the UK 
market can think about 
anything Other than Asia 
(especially after Peregrine’s 
difficulties were revealed on 
Friday), the focus will be on 
a batch of domestic 
economic data this week. 

The Bank of England's 
monetary policy committee 
(MPC) decided to leave 
interest rates on hold last 
week, but there remains a 
debate in the market over 
whether further rises will be 
imposed. 

The debate could even be 
decided by numbers such as 
today’s industrial 
production, manufacturing 
output and producer price 
data, Tuesday’s retail price 
index, or Wednesday's 
! unemployment and average 
1 earnings figures. Analysts 
| are still expecting 
; underlying inflation to be 2.7 
per cent,‘ above the 
government's target level. 

Events in Asia seem to 
have reduced interest rate 
expectations around the 
globe and given a boost to 
bonds. The long-term gilt 
yield dipped below 6 per cent 
last week and the inverted 
yield curve implies that the 
markets do not believe the 
current 7.25 per cent level of 
base rates can last for long. 

Wednesday's release of the 
minutes of December’s MPC 
meeting may give the 
market a few clues. 


Benchmark yield carve- (%)' 

9/1 /SS _ -Month «o c= 


6.60 “ 


aao ~ 


"AH vw* 3f» itartat convnn!*3n 
SOurca Uarrri lyn* 

FTSE AO-Sttra Index .. 

2,470 — 

2AW 


2.440 


2 5 e 7 a 9 

JMi 1988 

SoiW'RHMt 

On the corporate front, the 
big news of the week should 
be interim figures from 
Tomkins and a Christmas 
trading update from 
Kingfisher on Tuesday. But 
the market has been 
regularly supported by the 
flood of cash released by 
share buy-backs and 
takeovers in the corporate 
sector. 

Further bad news from 
east Asia or Wall Street will 
once again be the biggest 
threat to the market's 
progress. 


Attention will be focused on 
Asia again this week after 
concern over Indonesia’s 
financial deterioration 
damped the returning 
confidence in European 
markets. 

Germany's DAX blue-chip 
index faltered on Friday to 
lose 55.89 points for a dose 
of 4,237.75; this left It 3 per 
cent down on the week. 

Bank shares softened, 
reflecting their lending 
exposure to Asian countries. 
In (he view of Baden- 
Wiirttembergische Bank, 
further falls In equity prices 
are possible, although the 
strong dollar and low 
interest rates should also 
have a stabilising influence. 

Once the uncertainty is 
over, the market will again 
look more closely at German 
companies' profit outlooks. 
Landes bank Rheinland -Pfalz 
said the question would be 
whether the forecasts of 10 
to 15 per cent annual 
earnings growth still look 
achievable. Much will 
depend on how the dollar 
develops, since its strength 
against the D-Mark provided 
the impetus to last year s 
surge in share prices 
through the positive impact 
on exports. 

While shares have been 
hesitant, the bond market 
has been robust. The 10-year 
bond yield is barely above 5 
per cent, while the Bund 
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Another uncertain week in prospect for oil 


Oil traders are preparing for 
another uncertain week in 
the world’s petroleum mar- 
kets. Crude trices have been 
wallowing around 36-month 
lows, with only a few techni- 
cal rallies -offering any 
respite from the gloomy mar- 
ket fundamentals. . 

The depression stems from 
the possibility that lies may 
turn out to be a year in 
which 'world, oil production 
outstrips demand.. Bearish 
factors have so far domi- 
nated the markets, begin- 


ning with the economic and 
currency turmoil in a num- 
ber of Asian countries. 

Pessimists fear that not 
only will Aslan energy 
demand plummet but that 
the Asian situation could 
also hit GDP and energy 
demand growth in North 
America and Europe. 

The prospect of greater 
Opec output following last 
November's 10 per cent rise 
in the group’s production 
ceiling has added to the 
gloom, as has the expected 


resumption this week of 
Iraqi exports. The announce- 
ment that the US intends to 
retain two aircraft carriers 
In the Golf until it is clear 
whether Saddam Hussein 
will allow UN arms inspec- 
tors unfettered access to his 
presidential sites failed to 
offset the bearish impact of 
supertankers arriving at the 
Turkish port of Ceyh&n to 
load Iraqi crude. 

The mild temperatures so 
far this year in many parts 
of North America and 


Europe have also stripped 
the market of a favourite 
winter rallying point. Last 
week in New York, the cen- 
tre of the biggest heating oil 
market, temperatures were 
almost spring-like. 

Another uncertainty has 
been the level of non-Opec 
output this year. Last year 
there were numerous delays 
to new fields in non-Opec 
countries, which underpin- 
ned prices. But a study pub- 
lished today by Wood Mac- 
kenzie, the Edinburgh 
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US, IMF visits keep focus on east Asia 


Visits by. US and Inter- 
national Monetary Fund offi- 
cials. to Indon esia this week . 
will keep the market’s focus 
firmly on the currencies of 
east Asia. : ' 

At the forefront is the 
Indonesian rupiah, which 
was just six months ago 
trading at Rp2,400 against 
the US dollar. Over the 
•weekend having made a 
slight recovery at the end of 
last week. - the rupiah 
reached about Rp9.600. 


Last week’s budget, aimed 
at a domestic Indonesian 
audience, underestimated 
the international reaction to 
ignoring the reforms recom- 
mended by the IMF. and set 
the rupiah and Jakarta equi- 
ties off on a further down- 
ward spiral. 

Traders who like to live 
dangerously may look to 
exploit the rupiah’s volatil- 
ity before- the end of talks 
between Indonesia and the 
US-IMF team. But the key 


issue in Asia remains the 
inability of the countries 
involved to meet their debt 
obligations. South Korea. 
Indonesia. Thailand and Mal- 
aysia combined owe an esti- 
mated $400bn. More than 
half of the total, some 
$240bn, is short-term debt 
Much of the debt belongs 
to the private sector, and 
was lent on the basis of pre- 
viously buoyant cashflow 
positions. But the slump in 
value of the region's curren- 


cies and higher interest rates 
mean the corporate sector is 
unable to meet its obliga- 
tions. Governments them- 
selves have little left in for- 
eign reserves - which 
suggests a debt moratorium 
or even a sovereign default 
is a strong possibility. 

East Asian countries are 
not the only ones with a 
high level of short-term for- 
eign currency debt Korea's 
ratio of short-term debt to 
foreign exchange reserves is 


224 per cent - but South 
Africa’s ratio is 293 per cent. 

Happily for South Africa, 
its total short-term debt 
owed to banks Is just $13bn, 
compared with South 
Korea’s $70bn and Thai- 
land’s $45.6bn. 

Russia is in a slightly 
worse position. Although its 
ratio of debt to reserves is 
205 per cent its short-term 
debt is $38.3bn compared 
with J18.7bn of reserves, 
according to IMF figures. 
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The table below gives the latest available rates erf e xc h a nge founded) against tote key currencies on Frid3y. January 9. 1998 . In some cases the rate Is nominal- Market rates are the average ol buying and 
- - setting rates except where they are shown to be Otherwise. In some cases market rates have been calculated from those of foreign currencies to which they are tied. 
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future has exceeded 106 per 
cent to reach a new record. 
Dealers expect further 
advances as uncertainty 
over Asia continues. 

Describing 5 per cent as "a 
fair 10-year Bund yield". 
Adolf Rosenstock of IBJ 
Research said the influence 
of the Asian crisis and 
slower European economic 
growth would keep inflation 
subdued. Thus official 
short-term interest rates 
should stay low and bond 
yields fall markedly below 5 
per cent. 


Japan's stock market could 
be heading for another 
nervous week after the 
Nikkei index closed on 
Friday at 14,995.10 - dose to 
its two-year low and below 
the key 15,000 level. 

In Japan, one immediate 
focus will be today’s big 
policy speech by Ryutaro 
Hashimoto. prime minister. 
He is expected to outline the 
government's policy for the 
country's troubled economy 
and its financial sector In 
particular. 

This week. Japan's 
parliament will also debate 
bills that would allow the 
government to inject up to 
Y30,000bn (S226-2bn) of 
public funds into the 
financial sector and make 
Y2.000bn of income tax cuts 
in 1998. 

Any sign that these 
measures, announced last 
month, were threatened 
could push the stock market 
sharply lower. 

Conversely, government 
hints of additional help, 
particularly further tax cuts, 
would be very supportive, 
analysts say. One senior 
LDP official dropped hints 
late on Friday that he would 
relish further tax cuts to 
push the market sharply 
higher. 

Oo the international front, 
an escalation of the 
Indonesian crisis could hurt 
some Japanese stocks. 
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Japanese h anks , for 
example, have a large loan 
exposure to the country, 
much of which is to 
Indonesian, rather than 
Japanese, companies. 

However, another key 
focus will be the currency: 
after falling to a 5' a-year low 
of Y134.& against the dollar 
last week, the currency 
rebounded on US 
intervention rumours. Some 
traders fear a further fall 
would hurt the stock market 
by triggering a broader "sell 
Japan" mentality. 


OTHER MARKETS Compiled by Jeffrey Brown 


consultants, offers little 
solace to those hoping for a 
repeat performance by non- 
Opec producers. 

Total North Sea output, 
which includes that of Nor- 
way, the world's second larg- 
est oil exporter, is expected 
to reach a new record of 
6.57m barrels a day, 8 per 
cent up on the 6.08m b/d esti- 
mated average for 1997. 

Wood Mackenzie predicts 
UK oil production will also 
rise by 8 per cent, to a record 
2.84m b/d. 


HONG KONG 

Investors are bracing 
themselves for a turbulent 
week, writes Louise Lucas in 
Hong Kong. 

Investor fears range from 
the fall-out from Peregrine, 
the home-grown Hong Kong 
bank facing collapse, to 
potential attacks on the cur- 
rency and rising interest 
rates. 

On Friday, banks lifted 
prime lending rates by 75 
basis points, reflecting 
higher interbank rates. The 
move will further depress 
the property and finance sec- 
tors just as doubts abound 
about the outcome of this 
week's land auction. 

The benchmark Hang 
Seng Index fell 14 per cent 
last week, closing at its low- 
est level since May 1995, 
partly on financial turmoil 
in the region but also react- 
ing to the increasing inter- 
bank rates. Red chips and 
other China-related stocks 
have been especially badly 
hit as investors seek out 
defensive plays such as util- 
ity and telecoms stocks. 

The 1998 market p/e is 8 
times, but investor senti- 


ment remains weak. Growth 
in property, services and 
tourism have faltered. 
Chicken flu and the weak 
yen are widely expected to 
have created one of the 
worst Christmas shopping 
seasons in memory. 

PARIS 

The new-year rally in French 
equities was pushed on to 
the back burner last week as 
nasty jolts for the heavy- 
weight banks and oil compa- 
nies sent the market lower. 

Worries about Asian lend- 
ing exposure trampled the 
hanking sector while Total 
and Elf Aquitaine fell foul of 
oil price slippage, sparking a 
round of broker earnings 
downgrades for the sector 
worldwide. 

Against this, the growing 
concentration on more 
defensive sectors has accel- 
erated. Stocks such as 
France Telecom have seen 
extensive buying, helped by 
recent strong cellular sub- 
scriber figures. 

The broad feeling among 
brokers is that investor sen- 
timent remains relatively 
robust. 


Paris was the European 
back-marker last year and is 
one of the more defensive 
markets at the start of 1998. 
At 17.5. its current year 
earnings multiple is almost 
five short of Germany. 

MILAN 

Milan was one of the few 
European markets to end 
with a net gain last week, 
having surged in the wake of 
the 75 points cut in key led- 
ing rates by the Bank of 
Italy on Christmas Eve. 

The scale of the cut took 
analysts by surprise and 
added fresh fuel to market 
speculation about further 
significant rate reductions in 
the run up to notification of 
the first-wave Emu entrants. 

The final Emu seal of 
approval is due in May. The 
Bank of Italy may play a 
cautious game until then. 
But the potential is huge, 
with rates possibly sliding to 
below 4 per cent from the 
current 5.5 per cenL 

This would trigger a land- 
slide out of bonds into equi- 
ties. which is precisely what 
the Milan focus is presently 
all about 
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BIDDER/INVESTOR 
Federal-Mogul (US) 
Vodafone (UIQ 


Frontline (Bermuda) 


Promodes (France) 


CGD (Portugal) 


Sykes Enterprises (US) 


Sony (Japan) 


Lucas Vartty (UK/US) 


Softbank (Japan) 


HSBC (UK) 


TARGET 

T&N (UK) 

Ubertel 

(Netherlands) 


ICB Shipping (Sweden) 


GIB (Belgium) 


GFB (Brazil) 


McQueen International 
(UK) 


NextLevel Systems (US) 


Freios Varga (Brazil) 


GeoCities (US) 


HSBC Simpson McJGe 
(SA) 


SECTOR 
Auto parts 
Telecoms 


Transport 


Retailing 


Banking 


Business 

services 


Communications 


Auto parts 


Communications 


Baiking 


VALUE COMMENT 
$2.5bn Unconditional 
5440m Stake to 61.5% 


$400m Bid abandoned 


$292m Consolidation 


est $2 70m Seeking control 


$129m Paper + debt 


$11 8m TV systems 

stake 


Minority 

buy-out 


SIEMENS 


Annual Meeting of Shareholders 

NOTICE IS HEREBY GIVEN that the annual shareholders 1 meeting of Siemens AG will be held 
on February 19, 1998 at 10.00 a.m. in the Otympiahafle of the Otymplapark, Coubertinplatz, 80809 
MOnchen, Federal Republic of Germany and will consider the following agenda: 

The exact wording of foe Notice of Annual Shareholders’ Meeting has been pttolished in the 
German Federal Gazette (Bundesanzetger) No. 4 of January 8. 1 998. 

1. To receive the annua! financial statements of Siemens AG and the consolidated financial 
statements for the fiscal year ended September 30, 1997 as confirmed by the Supervisory 
Board, the Managing Board’s combined general review of Siemens AG and Siemens 
worldwide consolidated, the Managing Board’s proposal for appropriation of distributable net 
income, as wen as the report of the Supervisory Board on the 1997 fiscal year. 

The above records may be Inspected at Siemens AG, Wfitetebacherplatz 2, D-80333 MOnchen, 
and at NonnendamrnaBee 101 . D-13629 Berlin, and at all named depositaries. 

2. Resolution on the appropriation of net income. 

3. Ratification of the acts of the Managing Board. 

4. Ratification of the acts of the Supervisory Board. 

5. Appointment of auditors for the fiscal year 1997/98. 

& Elections of members of the Supervisory Board. 

7. That an Authorised Capital 1998 be created. 

As far as item 2 of the Agenda is concerned, the Supervisory and the Managing Board propose 
that the net Income of DM 855 732 275 be used to pay out a dividend of DM 1.50 per share DM 5 par 
value and that the dMdsnd amount attributable to treasury stock be carried fbrwani. 

Pursuant to §1 9 of the Company's Articles of Association, an ownerof Company shares is entitled 
to attend and vote at the shareholders’ meeting, provided that he has deposited such shares with a 
depositary not later than February 12, 1 998 and that the shares remain blocked until the end of this 
shareholders' meeting. 

The depositary in the United Kingdom is; 

SBC Warburg Dillon Read. 

Swiss Bank House, 

1 High Timber Street, 

London EC4V3S& 

The notice of invitation hdudfng the full woofing of the agenda and - in due course - our English 
annual report can be obtained from our deposfiary bank. 

The complete wording of the invitation has been published in the German Federal Gazette 
"Bundesanzsiger No. 4 dated January 6. 1996. 

Berlin and Munich, In January 1998 

Siemens AJofengessilachaft 
The Bond of Directors 
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Indonesia looks to IMF 


Indonesia’s stock market fell 
to record lows last week, 
ami d signs that even a 
revival of a government 
reform package agreed with 
the International Monetary 
Fund would do little to solve 
the private debt crisis that 
has rocked the country. 

Jakarta's stock market 
index closed on Friday at 343 
points, compared with 740 
last July 8, losing a further 
16.3 per cent in one week. 
Much of the fell was blamed 
on an even sharper decline 
in the rupiah, from Rp2,400 
to the US dollar early last 
year to RpiO.OOO on Thurs- 
day, quadrupling the rupiah 
cost of servicing more than 
SSObn in private debt. 

The combination of loom- 
ing debt and depreciation 
has left the Indonesian mar- 
ket with a capitalisation of 
less than $20bn, against 
SlOObn in June when it over- 
took Bangkok as the region's 
fourth largest stock market 


The rupiah recovered by 
16 per cent on Friday, mostly 
on the back of state banks 
buying at the government’s 
behest trading at RpS.OOO to 
Rp8,200. Some hankers said 
even the US Federal Reserve 
had intervened after Asian 
turmoil caused the Dow 
Jones Industrial Average to 
fell by 222 points on Friday. 

The market appeared to be 
responding as well on Friday 
to the news that Michel 
Camdessus, managing direc- 
tor of the International Mon- 
etary Fund, and US deputy 
treasury secretary Larry 
Summers would arrive this 
week to persuade Presi- 
dent Suharto to implement 
economic reforms. Stanley 
Fischer, deputy to Mr 
Camdessus, started talks 
with Indonesian officials on 
Sunday. 

Some traders believed 
Indonesia's enterprises 
would start defaulting en 
masse on short-term debt. 
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Jan 8 

% Change 

% Change 

Market 

stocks 

1996 
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on Dec *97 

Latin America 

(289) 

620146 

— &2 

-7JS 

Argentina 

(32) 

1,009.74 

-10.1 

-9.5 

Brazfl 

(75) 

453.84 

-8.0 

-6.0 

Chile 

(50) 

575.36 

-10.7 

-10^ 

Colombia' 

(IS) 

779.71 

-4.4 

-5^ 

Mexico 

(31) 

731.83 

-8.9 

-7.1 

Peru* 

(24) 

207.29 

-65 

-6.4 

Venezuela 3 

(12) 

836.57 

-8.3 

-8.6 

Asia 

(758) 

8£B0 

-15J5 

-108 

China 4 

(43) 

43.42 

-21.1 

-21 JS 

South Korea* 

(184) 

25.77 

+7.3 

+7J3 

PhHppkies 

|40) 

90.01 

-19.3 

-204 

Taiwan, China* 

(98) 

126.93 

-10X1 

-100 

India* 

(72) 

81.35 

-3.8 

-2.4 

Indonesia® 

(61) 

15.26 

-52.0 

-54.7 

Malaysia 

(157) 

65.71 

-24 S 

-27.9 

FfeMstan* 

(24) 

233J8 

-6.0 

-6-0 

Sri Lanka"* 

(5) 

118.41 

-02. 

+1.8 

Thailand 

(65) 

41.09 

-12.6 

-12.8 

Eura/Affld East 

090) 

14420 

-2 JO 

-2-0 

Czech Flap 

0) 

52^1 

-3.7 

— 4j4 

Egypt 

(28) 

91.89 

-1.7 

-1.4 

Greece 

(54) 

322.57 

-0.1 

-0.4 

Hungary** 

(13) 

315.56 

+05 

*03 

Israel 

(46) 

11752 

-3.5 

-3.1 

Jordan ■ 

(6) 

20922 

-05 

-0.5 

Morocco - 

(11) 

128.60 

-1J3 

-1.3 

Poland* 

(29) 

58155 

-2.4 

-2.5 

Portugal 

(23) 

219.04 

+1.6 

+3^ 

Russia 

(30) 

138.72 

-AJ3 

-AJ3 


Slovakia (5) 93-25 -02 -6.0 

South Africa 0 (77) 172.01 -4.0 -4.3 

Turkey" (58) 317.03 +2 JO +1.6 

Zimbabwe* (10) 272.71 +02 +8.4 

Compoafte (1,423) 22041 -7JJ -7.8 
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which would reduce their 
need for dollars, but most 
presumed that any recovery 
would spark another round 
of dollar buying as borrow- 
ers know their credit rating 
would be shot for years to 
come if they felled to pay. 

With ABN Amro estima- 
ting that $59bn of SSO.Sbn in 
private foreign debt will 
come due this year, demand 
for dollars seems assured. 

“The situation is very crit- 
ical,” said Cees de Koning, at 
ABN Amro in Jakarta. “If 
something is not done very 
soon, the whole corporate 
sector will collapse." 

Pentasena Securities esti- 
mated that only 22 of Indon- 
esia's 282 listed companies 
still had sufficient cash-flow 
to operate. Even that list 
included two companies 
known to have defaulted, 
although neither they nor 
their lenders have confirmed 
this. A local property analyst 
estimated that all 23 listed 
property firms were techni- 
cally bankrupt, with a com- 
bined debt of £3.4bn outstrip- 
ping assets by 2-to-l at an 
exchange rate of Rpl0,ooo. 

Mr de Koning has rail pa 
for the creation of a credit 
clearing corporation, run by 
the foreign lenders, for col- 
lecting rupiah payments of 
rescheduled debt and ensur- 
ing dollar payments to the 
lenders through the central 
bank. There has been no 
indication that IMF or US 
officials want to discuss pri- 
vate debt rescheduling, as 
happened in South Korea, 
and some felt foreign banks 
should take the initiative. 

Mr de Koning is optimistic 
the combination of a revived 


CONTRACTS & TENDERS 


Power Finance Corporation Limited 

j (A Govt of India Undertaking) 

Registered Office : Chandra Lok, 36, Janpath, New Delhi-1 10 001 (INDIA) 

JKp GLOBAL NOTICE 

Invitation for Pre-Qualification Bid 

PQ-BID No. : PFC/PQB/97/1 Dated 31.1237 

Sealed Pro-Qualification Bids are invited by Power Finance Corporatjon Limited (PFC) , New Delhi; to facilitate the 
SEBs/State Generation Corporations/State Govt Deptts/Cenbal Power Sector Utilities that may borrow funds from 
PFC and may be desirous of availing services of qualified vendors for undertaking Renovation and Modernisation 
and Life-Extension studies (R&M and LESJ/Works; with the specific objective of short listing and registration of 
Vendors to undertake R & Mand LES/Works on aged/ageing existing Coal based Thermal Power Station in India. 
The bids shall be evaluated based on the criteria laid down in the Pre-Qualillcallon Bid Document (Bid Document). 
The qualified vendors shall be short-listed and registered with PFC. A roster of capable vendors, so selected and 
registered shall be maintained by PFC for the power plant and its systems or for specific category of equipment 
and systems. The list of such shortlisted and registered vendors wfll be utilised by the Borrower of funds from PFC 
for imrtting competitive bids from Rmiled numbers of Vendors as per Borrower's requirements for conducting R&M 
and LES and/or implementation of Works for their Thermal Power Plants. 

Qualifying Criteria, in brief: 

The bidders who have the required experience as per Bid Document, in design and engineering; manufacturing 
and fabrication; testing, inspection and condition analysis of either complete coal based power plant or specific 
categories of equipments and systems for the coal based thermal power plants, in the capacity range of 50 MW 
to 200 MW, would be considered. 

Further, the bidder shall have carried out R&M and LES/ Works on minimum two units or specific categories of 
equipments and systems of two units in the above capacity range. 

Bid Document can be obtained by the authorised representatives of the bidders from 1000 Hrs. to 1500 Hrs. on 
all working days between 20th January, 1998 to 9th March, 1998, either personally (based on authority letter/ 
identification) or by post, on payment ofbkJ document price of Rs. 5000/- (Rs. Ftve thousand only) or USS 200 
(USS TWo hundred only), through a crossed Demand Draft drawn in favour of Power Finance Corporation 
Limited, payable at New Delhi. 

Representatives of designated prime bidders are authorised to purchase the Bid Document on behalf of Foreign 
Prime bidders on payment of price of Bid Document 

PFC shall not be responsible for any misplacement or late receipt through post of any request for issuance of Bid 
Documents as well as misplacement or late receipt of Bid Document sent by PFC through post 
Bid Document is not transferable. Bidder must buy the Bid Document in their own name (company). Only such 
bids received from bidders, in whose name the Bid Document has been purchased, shall be considered. 

A pre4aW cxjnterence shall be held in the office of PFC on 24th March, 1998 at 1400 Hrs. for providing clarifications 
on queries submitted by the bidders to PFC in advance. 

Bid proposal should be submitted in sealed envelope latest by 1200 Hrs. on 7th April, 1998 along with an 
application processing fee of Rs. 5,00,000/- (Rupees Ftve Lakhs Only) or USS 20,000/- (US $ Twenty 
Thousands Only) through a crossed Demand Draft drawn in favour of Power Finance Corporation Limited, 
payable at New DeBii. The bids shall be opened in the presence of authorised representatives of the bidders on the 
same day at 1 500 Hrs. 

PFC shall not be responsible for norv-receipt/delayed receipt of Bid proposals sent by post 
incomplete bid proposal shaB not be considered for evaluation. 

Documents submitted with the bkt proposal shaft not be returned to the bidder and shall be retained by PFC. 
Envelope containing the bid proposal should be superscribed on the cover 'Pre-Qualification bid for R&M and 
LES/ Works of Thermal Power Plants." 

PFC reserves the right not to enlist any Vendor without assigning any reason whatsoever. 

Sd/- 

(NAVEEN KUMAR) 

Sr. Manager (PA-WR) 

Tel. No.: 01-01 1-3713143, Fax No.: 91-01 1-3315022 
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IMF package and a collective 
debt rescheduling would 
send the rupiah and the 
stock markets soaring. It 
would encourage Indonesia's 
conglomerates to repatriate 
billions of dollars hidden 
abroad to pay off debt and 
purchase undervalued 
shares and enterprises, he 
said, adding: “If the trend is 
reversed that money will 
come back quickly. As long 
as the rupiah fells it makes 
no sense to bring it back." 

But another western 
banker said that Indonesia’s 
enterprises could and should 
pay debts or sell assets. “It 
takes some time before 
people are truly to the wall 
and are willing to sell at 
prices others are willing to 
pay," he said. While western 
lenders know a bankruptcy 
law that could force debt 
payments is absent, be 
added, they would be unwill- 
ing to sacrifice revenue for 
the sake of Indonesian con- 
glomerates that do not. 

Some western brokers say 
some of the healthier enter- 
prises on the exchanges 
have become cheap in dollar 
terms. Schraders and others 
have listed second-tier food 
companies, palm oil planta- 
tions and telecommunica- 
tions ventures as bargains. 

Thomas Shreve of Pere- 
grine Sewu Securities said 
some shares suffered from 
being liquid, enabling for- 
eign investors to pull out 
easily; others were illiquid 
or bought up by powerful 
patrons, cushioning the fail 

Others are looking not at 
buying shares but compa- 
nies and other assets from 
debt-ridden conglomerates. 
“We're looking at opportuni- 
ties the likes of which we 
have never seen before in 
any Asian country." said 
Patrick Alexander, fund 
manager at Peregrine. 

Peregrine's own troubles, 
however, highlight the risk 
of coming in early, and 
many others prefer to be 
more cautious. Now that a 
debt crisis has turned into 
an economic crisis, even 
companies with low leverage 
and few imports are likely to 
be hurt by felling domestic 
demand as the government 
cuts spending and Indones- 
ians tighten their belts. 


Asian crisis 
boosts credit 
derivatives 




• UK- --- 
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Credit derivatives, a 
fast-growing market on 
which bankers are pinning 
high hopes, have started to 
live up to their promises. 

“The turmoil in Asian 
markets has put the spot- 
light on credit derivatives,” 
says a London-based analyst 
“And the expected economic 
downturn should encourage 
investors to review their 
credit protection." 

Credit derivatives are 
financial instruments that 
allow traders and investors 
to speculate on - or protect 
themselves against 
changes in the creditworthi- 
ness of a borrower or group 
of borrowers. 

In the past month, they 
have allowed investors to 
recover at least S800m from 
Korean and Thai borrowers. 

This was made possible by 
the existence of specific 
clauses in bond contracts 
that protect investors from a 
deterioration in the credit- 
worthiness of the borrower s 
- the Korean Development 
Bank and the Industrial 
Finance Corporation of Thai- 
land. 

The 8300m of KDB bonds 
were due to mature in June 
2002. The *500m of IFCT 
bonds were issued in two 
tranches, maturing in 2002 
and 2007 respectively. 

The early redemption pro- 
visions were triggered last 
month when credit rating 
agencies lowered the sover- 
eign ratings of T hailand and 
South Korea to speculative - 
or Junk - status. 


The risk of default by a 
speculative-grade borrower 
over a 12-month period is 
338 per cent, according to 
historical data from Moody's 
Investors Service, the credit 
rating agency. This risk is 
almost nil for investment- 
grade issuers. 

Bankers also believe that 
credit derivatives have 
helped investors to overcome 
liquidity problems, espe- 
cially In Korea. BUI Den- 
chak, head of global struc- 
tured finance at J.P. Morgan 
in New York, says: "It is 
interesting that in this crisis 
we saw what was an embry- 
onic market behave more 
efficiently than the underly- 
ing bond market" 

Historically, investors 
have estimated a borrower’s 
default risk from the yield 
spread of its bonds over US 
Treasuries. 

With the development of 
credit derivatives, this risk 
is now also reflected in the 
price of default swaps - 
derivatives that protect 
investors against a default 

Last week, in Korea's case, 
these two risk measures dif- 
fered by up to 200 basis 
points: holders of Korean 
bonds were charging borrow- 
ers two percentage points 
less than traders offering 
pure “insurance" against a 
default Analysts blame the 
discrepancy on a shortage of 
liquidity in the bond market 

“When the sell-off started, 
Korea’s spread [over Trea- 
suries] widened to 500 basis 
points to reflect the 
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increased risk," one US 
banker explains. “Then the 
spread came back to 800 
basis points. This did not 
mean that the risk had gone, 
but was due to a squeeze on 
the bonds." 

To benefit from a felling 
market, traders must go 
“short" - sell bonds they do 
not own and borrow them on 
the repo market until they 
can buy them back at a 
lower price. 

The spread tightening was 
caused by a surge in demand 
for the bonds on the repo 
market, rather than by 
investors seeking to buy. 

“The real price of Korean 
risk is In the credit market, 
not in the bond market," one 
analyst says. “It Is much 
cheaper to buy Korean expo- 
sure through a credit default 
swap than by buying bonds." 


The underlying amount of 
credit derivatives is believed 
to have. more thaiL doubled 
from £20bn ip J996, accord- 
ing to a survey by the Brit- 
ish Bankers Association. It 
is expected to reach JlOObn 
before 2000. 

Analysts are hoping the 
Asian turmoil will increase 
activity in credit .derivatives 
as a risk management tool. 

A report by Moody's, -due 
to be published this month, 
confirms .this view.. .The 
authors believe last year Was 
“a turning point- for bond 
defaults", up 65.5 per cent on 
1996 to $8-34bn, and expect 
this to be repeated this year. 

The study also shows that 
since the second world' war, 
only 20 Asian borrowers 
have defaulted on publicly- 
held bonds. Of these 
defaults, 19 occurred in 1997. 
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Cheung Kong 
Finance 

Cayman Limited 
U^.S 500 , 000,000 
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In accordance with the standard conditions relating to the payment of dividend No. -49 deduced on 
■1 December 1997, payments from the office of the United Kingdom Registrar will be nude in United 
Kingdom currency at the rate of exchange of R8.0O45 South African currency to £1 United Kingdom 
currency, this being the first available rate of exchange for remittances between the Republic of South 
Africa and the United Kingdom on 9 January 1998, as advised by the Company's South African bankers. 

The United Kingdom currency equivalent of the dividend (No. 49) of 30 cents per ordinary thaw- is 
therefore 3.74789 pence per share. 

Landau Office and Office of ' 

United Kingdom Registrar: By Band: ' 

Gold Fields Corporate Services Limited per pro GOLD FIELDS CGRPOFLATE SERVICES LIMITED 

Gceencoac House W» Secretaries 

Francis Street S.l. Dunnina 

London SWIP1DH Secretory 


9 January 195*8 


SALOMON SMITH BARNEY HOLDINGS INC 

(Formoriy Salomon me) 

EMTN #0177 U501S0U Callable 02/00798 Duo O&O&M 
Common Codo: 8356567 / IS1N ft: XS0063565G7-4 
Notteo hs hereby «wen. in accordance wtih the F»n»pecars 
Supplement dated February 6, 1996 relating to the above mentioned 
notes, tha the issuer inlands to redeem efl pie Notes on the Optional 
Redemption Date; February 8, 1998 at a price of 100% ot princmal 
plus accrued and unpaid Interest to but not including the redemption 
data of February 9. 1998. 


January 72. I99& London 
: CHbaA. N A (Carpeoa Ogancr a Tiunj 
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NOTICE OF ADJUSTMENT TO SUBSCRIPTION PRICE 
Saiuyang Corporation 

tlnrurpom/.-d In Ou Krtmbnc qf Kima nth Ltmlrd LtaOMW 

US$50,000,000 

A per onu. Bonds due I9D9 wiLh Wsnants to subscribe ror Noiv voting 
Shares of Samyanfl Cotponuton. 

Win IS HEREBY GIVEN to tha holdors of dw above described Bonds with 
Warronh hat. Following Rights tssua la dn Sh ora holchn FuqxJ by ih« 
Cornpony on 2Mi Novcnibai ■ 1 997. bo Juugr announced on 1st Dece m be r . 
1997 jhof the Subscription Prica of Koroan Won W.32? par Non -voting 
Shav« ha, moca^m^ (ha terms and condNons of ImXnjnwnl dated 

to Konm Wo ° 21 * 3A5 p* s * KJfe 


crriBAwo 


THE REPUBLIC OF 
MAURITIUS 

USS 150096000 
Fkannj Rue Nom Juc 2000 

In accmfcmcr MQi tte fravsiook of tte 

| N«ef. mm la hentoy given ta for 
rt* tnunn punod <to li**ary Ita m 
Wi tonl Cm Intfai nc win be 
M9l41%nddc loam |B}g(iir«i tin 
•dntive fmpnrnl Me Vita Aail 1VW 
will be USS PM. 7*1 ptr USSItyjOONote. 

AetaBuk 
MUbnd Bssfc pk 
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| POUND SPOT rORWAPD AGAINST TH£ POUR'D 
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CKJ«ns ' Ounpa. 8Wc«V Day 1 * Hd One mom Tfcroe mentor One yarn Banket 
Bnte> spread taph kw Rale MPA Rato %PA Rate %PA Eng, Ma 


Deans Chaise BtdtoBer 
ruM-pow on day spread 


Day's mU 
high lews 


OnmMti 
Rate %PA 


Hm months On# year JP Msrgm 
Rale %pa Rae '-4PA indc* 



AuMde G 

(Stf§ 20.0783 +0X236 685 - 831 

207413 20*684 20X143 

3.B 

20-4694 

3.7 

20X099 

32 

i 

" "tagto 

»Fi*- 60*476 

+0X6«8 036 - 906 

60X100 60*370 

60X467 

4X 

60X636 

3* 

58X951 

3 A 

■fc- 

Dartaatit 

1 tfKO -31.1835 

*0X155 684 > 088 

11*236 11.1323 

11.1694 

37 

11X904 

35 

10X521 

10 

-Sj 

. Wend- --.: . 

, (RvQ. 8*028 

*0X704 970-081 

6*S0 8X580 

0-672 

4.1 

8X153 

3.9 

8X053 

3* 

. re l 

frorroo 

(FFf) 9*394 

10X103 341 - 447 

0X661 9.7888 

9.8073 

3.9 

9.7464 

3X 

9X067 

3 A 


Qenatftf- ■ : 

- (Dm • 2*395 

40X034- 382 --408 

2X485 2.9233 

2X297 

4.0 

2X114 

3X 

2X389 

14 


Greece ... goo awj/B *0X18 737 
Wmrf' ■-' WJ 2.T78S -O.0M773 
Wy : . JLJ 2888X3 ■: *2X2 733 

fJiwnbou«B -_' (LFi) WASTE 40.0848 048 

MtfHdnta m •' aata +cxw3 111 
rtonray..' - J«1 T2X67i -oCi22£l2 
:■ - (Ea} 300.878 +DXJJ1 604 

Span - PN'MAB *0414 034 
saaden. -..(SK4 u^lia -00603 031 
SMaerland fSftj £3848 - *0008 B32 
UK.-;-:. ' K) ' - - 

feu ■■_ ; - -issas etuxnsan 

.StRt 4216680 . - - • 


Argentina ■ pBacfl 1X140 -0002 134 -M8 

BIWS . PS) . : 1XWT -0X026 034 - 047 

Canada (CS) 2*987 -00103 978 - 998 

Maidoo -pew Pwef- 130533 -00024 411 -654 
USA . . ■ A 10148 -00014 144 - 154 

PacMc/MkMI# EeeVMrfca 
Aumida CAS) _ 2X024 -01064 006 - 041 

ftovKong <HKS) 12.5147 -0.0036100-194 

tufa - '{fts) 840954 +00171 594 - 314' 
hart r . (3*) 5.7464-00057 415 - 553 

J*i>en {V} Z1Z400 -107 261 -538 

Uifcyte - 0WT 74366 -0.135B 262 - 470 


219 485030 458052 470316 
803 1,1644 1.1765 1.1779 

035 2898*6 287427 268504 
908 630100 603370 60*457 
Kfl 33216 3*03 33018 
730 12.1206 120022 12.028 
B62 301.380 290097 300.075 
353 2SQ.120 347040 248066 


-13.1 50BOB7 -0.0 

14 1.15 2* 

10 282404 22 

30 580051 34 

3.9 3.2001 34 

3.7 11.7067 30 

20 292044 ZB 

2.7 242057 2.B 


Europe 

Austria 

Befglum 

Donmare 

FMana 

Franco 

Germany 

Greece 

Ireland 

luuy 

Luxortoourg 

Netherlands 

Norway 

Portugal 

Span 


80929 60536 60522 10 

2X885 20466 20202 -230 
80109 7.9656 BJJ32S -60 


Uabyrfa - *WT 743BB -0L1358 260 - 470 7.7221 70787 7 4455 -14 74917 

New Zea l an d [NZS] 20255 -00203 229 - 281 20196 -1.7 ^ 

Rduenoa. ; pwo» 72.1B81 -04263 830 - «2 7Z2882 71.1288 730367 -14.1 74088 - 

SaudtAratta |SR| 60599 -00057 572 -626 80929 60536 80522 10 8038 

Singapore ••• (SS) 20840 -00155 607 - 673 20885 20466 20202 -230 20637 - 

South Africa . P? 70760 -00142 711 - 809 80109 7.9658 B032S -80 8.1275 

Sntah. Korea (War) 282 1 OS *3232 561 - 710 293809 288707 

Taiwan - pxj «4 10»- -04282 591 - 611 553331 5S.007S55.0e4B 1.4 54.9151 

Thailand-' . IW 8TOB81 *1.138 583 - 778 88.1350 042300 88.1052 -7 A 880633 

t.lWMtafjtanB. BUMw ^MUrei n ihr Pom) 6t>« atfe ahow crey m lag taw daeoal ptaoia. SMrtag Mnedc 
mmtja 1 890 + 180. todre ra ba a id iffiW. ad. ott». wHauawad bread am la barn dared pa Ooar WH« 
QJ36M SPOT and FORWARD RATE aanana. Saw re+s are mndea Sy tw F.T. 
n«r ndanga area prtrwa ta me um m ooo anneei on tw nam z attte//wmtFTxom 


CROSS RATES AND DERFVAT1VES 


EXCHANGE CROSS RATES 

JmiP BFt DXr FFr PW K L H WKr I 

Belgium ; pFr) . 100 1&46 1622 4.847 1.044 4763 5463 1900 4( 

Dmwk 1 (DKl) S4.1& 10 B.790 Z6Z6 1053 2661 Z9E0 ia7& 21 

Prance (FFr) 61.64 11.38 10 2088 1.198 2836 Z387 1206 » 

Germany (DM) 20.63 3008 3-347 1 0.401 982.7 1.127 4.105 il 

Ireland - BE) - 5145 8498 8.347 2494 1 2451 2011 1024 2J 

#Hly (LJ . 2.090 0-387 0041 0.102 0041 100 at15 ' 0.418 It 

Netfrert an da (FI) 18.31 3079 2070 0087 0056 8720 1 3.642 9t 

Norway (NKi) 5028 9276 &1S4 2436 0.977 2384 2.745 10 2< 

Portugal . 20.17 3.723 3272 0278 0092 960.8 1.102 4213 1 

Spain (PtaJ 2404 4482 3248 1.180 0.473 1159 1.329 4.642 1i 

Sweden (SKi) 4627 8269 7.621 2277 0213 2237 2.568 9046 2! 

SwHiaertand (SPr) 2843 4204 4.128 1233 0494 1211 1089 5060 1! 

UK (C) 60.85 11.19 9039 2240 1.179 2889 3013 1Z07 3C 

Canada . ■ (CS) 2808 4069 4230 1079 0213 12S7 1441 5249 is 

USA ($) 3726 a 831 &0S3 1020 0.730 1789 Z052 7.472 If 

Japan (V) • 2825 5070- 4.933 1084 0.95 1360 1060 5.681 V 

Ecu - 40.75 7021 &611 1275 0.782 1941 2026 8.10B X 

OMdl Kronor. Fnndi Ftanc. Hor—uWl Krow. M P—Balii Kronor par IK BreOM Franc. Von, F— La Md 

■ P4WHK PUTUWE8 (1MM( DM 125.000 per DM 

Open Settprfa Change f-figh Low EbLwI Open kd. m ^ 
Ms. 00514 00507 -0.0001 0.5554 0.5498 21454 107071 


12X697 

128961 

12X81 

2* 

12X246 

2.7 

12.6184 

2* 

64* 

Svrodcn 

»«) 

2*902 

2*728 

2*72 


2*487 

&T 

2*544 

5.5 

107X 

SwnzQruntl 

(S Ft) 
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. 
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. 
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103.6 

UK 

ffl 

U8ZT 

1X818 


32 

1-4787 

3.T 

1X453 

19 

• 

Ecu 

- 

" 

- 


- 

- 

- 

- 

- 
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SORT 

America 

- 

1X236 

1*121 

- 

. 

• 

• 

- 

- 

• 

Argermra 

(FteBO) 

1X147 

1X025 

- 

- 

- 

- 

. 

. 

. 

Brudl 

(RD 

2*175 

2*943 

2*929 

3.1 

2*825 

2.6 

2*447 

2* 

89.1 

Canada 

(CS) 

13.1130 12X305 13,1032 

-12X 

13X457 

-12.0 

14X434 

-11.4 

- 

Moxica (New Peso) 

1X239 

1X130 

1.6124 

IX 

1X077 

IX 

1-5B8 

1.7 

109X 

USA 

cn 










PacUcnfflddta East/4 

CX514 

*<333 

2-074 

2A 

2 <07 

2-5 

2-4449 

2X 

B5.1 

Austnda 

(AS) 

■12X771 

12X951 

12X167 

"9A 

12.7901 

-8,5 

13/1163 

-7* 

- 

HcogKoM 


64X180 

64.1020 

- 

. 

- 

- 

- 


- 

totka 

(Ft) 

5.7553 

5*358 

- 

. 

. 

■ 

- 

■ 

- 

Israel 

(Shk) 

214*50 

211-480 

*11.16 

70 

208.755 

SB 

190405 

ex 

11BX 

Japan 

(V) 

7.7221 

7*767 

74455 

-1 A 

7*17 

-3.0 

7.7656 

-4-4 

- 

Malaysia 

(MD 

2X683 

2X106 

2X205 

-1.7 

2X356 

-1.4 

2X562 

-1.1 

101X 

New Zealand 

(NZQ 

72*882 

71.1268 

73X367 

-14.1 

74X89 

-13* 

82X072 

-14X 

- 

Fhmpomw 

{Peeol 


(Set) 120053 
(BFt) 370550 
(DKr) 8.9314 
(FM) 55128 
(FFf) 2D929 
(DM 10303 
PI 287.930 
(K) 1-3700 

(U 178808 
pjr) 370550 
(FI) 2-0515 
(NKr) 74724 
(Esj 186.1M 
{Pie] 154.315 


14 5079 10 

■118 3.0397 -6.1 

-70 8.4985 -60 

14 54J725 70 

-50 B1JJ706 -4.7 
uWMd by Bw Bank ri EngknL Bwa 
are damad tare TVS WWREUTERS 


Seud Arabia 
Singapore 
SffiJth Africa 
Soiati Korea 
Taiwan 
ThaBard 


{SS) 1.7735 
(R) 43390 

(Won) 1809 DO 
(TS) 34.1260 
(Bt) 542250 


032 - 074 
400 ■ 700 
304 - 324 
110 - 145 
915 - 843 
200 - 205 
870 -890 
686 - 713 
850 - 925 
400 - 700 
510 - 520 
710 - 737 
140-240 
270 - 360 
919 *03 
762 ■ 772 
144 - 154 
645 - 866 


09885 -09003 994 - 995 
1.1172 -0 0006 171 - 172 
1.4235 -0.0088 332 - 237 
8.0830 *0.0055 780 - 630 


15495 -00312 489 - 501 
7,7495 +00045 490 - 500 
39X900 *0X45 800 - 000 
35596 -0.0004 S64 -838 
131X25 -1.105 480 - 570 

4*050 -0.08 000 - 100 

1.7406 -0.0114 486 - 507 
44.7000 -0.225 500 - 500 

3.7525 -0X003 520 - 530 
1.7735 -0.008 720 - 750 
43390 -0.0045 375 ■ 435 
1009 00 *21* COO - 200 


2.0 12 7449 

Z2 37 381 
1* 6.901 

23 £.4834 

Z1 6 0625 

22 1X111 
-15 6 238 706 

09 13667 

-OJa 179036 

23 37.361 

2-3 2.0406 

2.1 7*365 

0.C 165 855 
0 8 153377 

1.1 7.9772 

4X 1*609 
IB 1 6077 
-1.4 1X887 


13 12 6003 
2 1 36 8975 
1JB 68337 

2.1 5*100 
2X S9S64 

2.0 1.7384 
-ISO 31669 

0* 1J81 

-03 1778*3 

2.1 36 0975 

2 1 2.0151 
15 7.3713 

0.7 184 G3 

0.9 152*5 

09 7S465 

45 1.4195 

IB 1-538 


1 6 1C2* 
IB 1019 
14 103.7 
1.7 635 
1.7 104 6 
1.3 1C2.1 
-107 EJB 
-08 

C6 754 
IB 1C19 

i.e to - .! 

1.3 97.1 

1.1 92.1 

1.1 7Z2 
0.6 84 2 
3B 107 B 
1 7 104.1 

-1.3 


39.7450 39CHJ0 
35620 3*507 

132520 130.560 
4.7800 4.5570 

1.7507 1.7*36 

44 8000 435000 
2.7530 3.7515 

1.7860 1.7620 

4 3485 <1.9260 

1820X0 1790 00 
J4JD1D 34 0500 
54 .GOOD 52.1000 


ThaBard (Bt) 54J22S0 *0.75 500 - 000 54 .GOOD 52.1000 6*64 -92 55275 

T Son rjia par S to« Jan a. BaUeMat atmaos H dw DoOar Soar tear ihow ort- me set mne» ancaral pLucs. 
LIS currency. JJ» Morgan nominal nacre jan 7. Baso aiarego 1 ■390=100 
Thn rucrumyr rates printed m the tobn are ateo avajatAe on the ntwnol a Mfrc//wwwJT^om 


UK INTEREST RATES 


LONDON MONEY RATES 

Jam 9 Over- 7 days 

rngta recce 

Interbank Sterling 7 1 ; - 2 7,» - 7,'* 
Sterfirg CDs 
Treasury Bids 
Bank Bto 

Local authority Oeps. 7^-7 71+ - 7^ 
DHseount Mariret deps 7,i - 7,1 - ?,’« 


1.4231 

1* 

1 4199 

1.0 

1 4136 

C.7 

33.0 

61796 

-14 3 

8*635 

-13.9 

9.1 SS 

-13* 

- 

- 


- 

- 

- 


:■:* 

15437 

OX 

1X461 

OS 

1X354 

2.9 

SS 1 

7X345 

-11.6 

7X495 

-;o* 

8.4495 

-9.C 


13Q96 

C 1 

139X5 

51 

124.965 

5C 

1194 

J.E175 

-33 

466 

—1.6 

4X9 

-6* 


1 7527 

-2.1 

1.750T 

-IX 

1.7769 

-ie 


45235 

-I6X 

46*36 

-15* 

51.8285 

-IS* 


37534 

-03 

3.7558 

-0.4 

3.765 

-C* 


1X11 

-254 

1.8425 

-15.8 

19155 

-7.9 


4 9815 

-:cj 

5.0555 

-94 

5 3515 

-5 4 


34.IJ7 

-0.4 

3J.1585 

-0.4 

34-2385 

-02 


54 64 

-02 

55275 

-7.7 

57 725 

-6.6 
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UK. IreLinc £ ECU i 


Gver- 

7 dJvi> 

Orri 

Three 

Sac 

months 

7lre . ? 

7ft 

7ft 

7S- 

7>4 

7 . c 

71? 

7‘1 

7\* 




4 Ifi " 

JZ~ 

• Ifi 

7l 2 

7ji 

"S 




r-4- 

7h 

7ft 

7ft 






7-\ - 

7*s 

7*i 

' Jr 

7.i 

7 » 

7ft -7 

7h 


v,i- 

7)1 


• IS 

• 32 

'Jr 


Jun . 0*566 0*532 -0X002 0*566 0*525 Bi 3BS5 

Sap ■ - a 5554 -a 0004 0.5560 - 31 1*33 

■ SWISS FHAHC WITUMS QMM) SFT 125,000 per SFr 

Mar’. . .. .OB838. 0.6821 -O.OOR 06871 0.6805 11,154 57*83 

Jun 0*890 * 0*688 -0X011 0*885 0*860 17 999 

Sap *- 0.8954 -0.0011 - - 2 1.102 


■ PHBLAPBLPHIA SB 8/8 OPTIOItS £31 *50 (cents per pound) 

Strike CALLS PUTS 

Price Jan Feb Mar Jan Feb Mar 

1*30 0*8 1*8 1*7 2.04 0.09 3*9 

1*40 025 0*6 1*2 2.78 3.77 4.54 

1*50 013 071 1.23 3*6 4*1 5*4 

Previous d»/j wd- C*a» 872 Pula 1.149 . Praw. day's open rt.. Cafc 28.338 Puts 22.599 


■ JAPANESE YBM FUTURES' OMAQ Van lZ6m per Yen 100 

Open Safr price Change H)gh " Low EsLvd Open ML ■ WJUMOPHUL 8B P-MAHK/> OPTIOMS DM62.500 (3 par DM) 

Mar " 07810 07635 +0X033 07729 0.7602 31/495 83*46 Strike CALLS PUTS - 

Jun- :. 07765 07733 +00033 .07795 07746. 35 Z173 Price Jan Feb . Mar Jan Feb 

Sap • -0,7900. 07828 +0X033 0-7900 0.7900 10 326- neat 0*2 1X5 1*5 0.17 051 

n ew 0*3 077 1.08 0.37 0.73 

M STPlUHQ RfTUMS (1MM) £82*00 par E ; S 015 0*5 0*3 0.68 1.01 

Mar 'iXOBO 1.8068 -0X004 1.8188 1*064 9*69 34/32 PravtooadOyh wA. Cato 200 Pus ijss.Aev.dayh open w. Cans B*tS Pufc li 

Jun "1*060 ’1*894 -0X008.1.8060 1.6000. 17 1*10 

Sep - 1*924 -rOXOOB 1*980 - .2, 5 


Previews dafu wA. Cata 202 Pure 1*53 ftev. dayh open M, OBs B*1S AW 17.723 


UK cteonng bonk tax tending me 7>e per cent from Mov 6. 1997 

Up n 1 1-3 3-6 69 9-12 

men si men Si months months mortis 

Certs at To* dep. (£100,000) 2b 5b 5 5 4t* 

Consol Trot doc imarCTOOBQO IsE'roc DfWjta dnllKlmm Ic cacti 1 J , pt. 

An tender mu id dtscount on Jon 9 eeuspe. ECGO Hum mo Sdq. L'Cd nuan ce. Move 
up day Dec 21. 1997 Agreed rate far perod Jan 2G. I BS to FM 34. 1999. Scheme BI AKp: 
Heterence mu Kx («nod Nov 39. 1997 to Dec 31, 1997. SeNanca IV ft V 7 709cc Finance 
House Bose Raw 8pc hem Jon 1. 1996 

BANK OF ENGLAND TREASURY BILL TENDER 

Jar 9 Jar 2 Jan 9 Jan 2 


BUS on oiler 
Total at appa m lon s 
Total touted 
Win accepted Ud 
AJotmaH at mta. level 


El 00m El 00m 
£540m £5Q5ra 
£100m El 00m 

£98280 £98245 
75* 89* 


Tap accept ed rac 
Asa rate al Orazunt 
Avenge yield 
Otter at ana lender 
Mm actxpL Md 23 days 


6.0989* 7.0393% 
6 8939% 7 8275* 
70144* 71526% 
£100m ElOOm 
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1X8G7 


FT GUB7G to WORLD CURRSOCIBS 

The FT Guide la World Currencies 
table can be found on the Maitets 
page in today’s edtran. 
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£ UEOR tnrertvyik tuuig rates ore adored rxes lor Siam quoted to me nuriiee by hw 
raiercrroe barJe x Ham evti working day The banks, are Barfcm Trust, Bank at Tokyo 
mnr.j -cm Barate/s and Notarud wremanaar. 

Vc rtto» are shawn kt v* ccmestc Money Raws, U54 CDv ECU a SPR Lmuo Deposes iDy. 

EURO CURRENCY INTEREST RATES 


Jan 9 Short 7 days One Thre4 SL> One 

term notice month months months year 

ae$an Frans j, 7 * - 3‘« oB - 3,1 3>2 -3^ 35s - 3>2 3j? - 3fJ 3^ - 

Oaresh wane 3]; - 3ji 3|J - 3L l 3 \l - 3-J 31; - 3ii 4 ^ - 3?3 4I4 - 4l, 

Gemun rArk J.i j/i 3& - 3ji 353 - Ji3 *i* - 3 h 3ii - 3J< 3{J - 3,5 

OtTch GuHOer 3,’» • 3L, 3)3 - 3j* 3)J - 3* 3 1 ; - 3A 3JJ - 3)» 3^ • 3^4 

French Franc 3 L ' - 3(‘ 3*8- 353 3i3 - 3i; - 4 Aft - s& 4I4 - 4 

PlSlL-gcese fcc. 4ji - 4JJ 5 A - 5& 54 - 5,'s 4}J - 4^ 4,’i - 4jj 4,1 - 4lj 

Sparish Peseta & 433-40 4?,-4ji 4“ - 4*1 4\| - 4ij 4iJ - 4iJ 

Sterling 7ft - 7ft 7ft - 7ft 7g - ?]i 7ft - 7ft 7ft - 7ft 7ft - 7ft 

Sans Franc • >+ lft - 5* l»e - i 1ft - ift 1ft - ift l)L - ift 

CncdiW Ctotar -t;l - 4ft 4li - 4ft 4JJ - dJJ 4J3 - 4JS Ah- 4*s 4j) - 4j; 

US Dollar 5,1 - 5ft 5ft - 5ft 5H - 5»2 Slg - 5*5 - S‘z 53 - 55J 

Ite-a-. Lira 6*B - S*5 Eft - 6*2 by'b ■ 6,‘i 5iL - 5 ti 5!j - 5j! 5^ - 5 

Japanese Yen ! 2 - h 14 - ft ft - u ft - ft ft - ft i3 - h 

A&aiSSmg 6- 4 55 - 20 35 - SO 25 - 13 20 - 10 10 -8 

Srrac rerm rates. 30 ccA «ir rnr US Donor ora yen. amors, hoo ttoyi" notice. 

■ THREE MONTH EURODOLLAR (IMM) Sim points of 100% 



Open 

Sen pee 

Change 

High 

Low 

Est vd Open im. 

Mar 

94 44 

94 53 

+0*5 

94.53 

94.37 

141.934 

520.819 

Jun 

94 49 

94 61 

+041 

94.63 

94.43 

163X81 

426.961 

Sep 

94XD 

94.64 

+0X6 

04 66 

94.43 

107*73 

295.100 

■ US TREASURY BILL FUTURES (JMM) Sim per 100% 



Mar 

95*4 

05*6 

+0.11 

95.37 

95.16 

1,558 

7*89 

Jun 

95X4 

9543 

+D.18 

95*6 

95*3 

99 

1.720 

Sep 

- 

95.39 

+0.15 

95*4 

- 

10 

40 


Afl Open Interim kgs. are Ire premaui dey 


BASE LENDING RATES 


Adam 8 Company 725 
Allwd Hush Bar* (G*J 725 
•Henry Amhecnor 72S 
Banco Ohao Vizcaya 7*5 
Bank of Cypres 7*5 
Bank at Ireland 7*5 
Bank ot India 7*5 

Bank or Scotland 7*5 
Barclay's Bank 7*5 
BmBKotMdEasl 7*5 

•atwnaWBy scout 7*5 

embank MA 7*5 

Clydesdale Bart. 7*5 
The Co-operanve Barfc7*5 
Cams fi Co ‘ T*S 
Cypres Papular Bank 7*5 
DuKan Lewie 7*5 


Exeter TresiUmted 8*5 
Financial A Gen Bank 8.00 
•Robert Fleming S Co 7*5 
•Girnmass Mahon 7*5 
Habib Bank AG 2urch 7*5 
•HambrcsBank 7*5 
Heritable 6 Gen Imr Bk.7*5 
CHoereACo 7*5 
Hongkong S Shanghai 7*5 
Investec Bor* lUK) Lid 7*5 
Juian Hodge Bank 7*5 
•Leopold Jogc(*& S ore 7*5 
Lloyds Bank 7*5 

MUandBar* 7*5 

NatWeetrrmstsr 7*5 
•Ree Brothers 7*5 
Royal Bk of Scotland 7*5 
Scoasfr WUousBank 7*5 


•Snger 8 Friedtander 7*5 
•SmUi 8 WBamson 7*5 
Sun BanUng Cotp Lid 7*5 
TSB 7*5 

Untod Bank olKuwatt. 7*5 
Unity Trust Bank Pic. 7*5 
Whdeaway LaMoe . 7*5 
VorkshreBanh • 7*5 

• Members at London 
investment Banking 
Association 
* In adruMsBatron 


. • _ £T3 


OTHER STATISTICS 


STOCK INDI C ES ... 

r - .. ~ 1967/96 - Store camp. 

Jan9 JBt8 Jbi 7 JM B Jae.5 Hgl Iw IM iw 


FOE MO 5138* 5237.1 -5224.1 526L4 52625 62BL4 5138* (BSD* 966* FI5E FkdgRng 

FTSESO 4864* 4B80X 4863.1 4858* 482B.7 488U 4808J 4B8U 137B4 FTSE Bamck 100 

FUSE ISO or IT 48076 48201 4908.1 48855 48805 48207 4808* 40858 13783 FTSE Bmtrack 200 

FTSE 350 2478* 2518* 25121 252EX 2523* 2528* 2478* 35464 8845 FT 30 

FOE SmtfCap 2348.18 2345.17 2338*0 2338*1 2328*2 2348.18 2320:i8 240820 138179 FT God SamOn 

FTSE SmKtap air 2353*6 234SJE 2337X1 2331*7 2323.74 2383*8 231619 240222 1*63.79 FT Rwl kfend 

FTSE M-Sfrm . .• . 2421.15 2457*4 2451,48 248474 2460XB 248474 2421.16 24BL41 81X2 FTSE 8oU UIoqs 


-1907/36- Stare i 

JM 9 Jan 6 An7 Jan 6 Jan 5 High Low Htfl 


1273X2 127895 1271X1 1271.48 1267.981271951265.77 1348X2 
278851 2785X8 2781X5 2778X1 2773*8 2791 AE 2709*9 2W4XB 
2733*4 2785X5 2788*0 2790.4B 279641 2796*8 Z734X2 279830 

3321 J 33752 3359.9 33012 33733 33812 33*15 3430* 

103X5 103*4 103X7 103X0 102X0 HBXB 101X2 127A0 

138*8 137X4 13751 137*5 13174 13839 135X5 138*9 

feg*8 952.15 988.49 982X7 1017*9 1088X3 952.15 2074X1 


RIOHrS OFFERS 

toue. Amoun Ltfeet 

price paid Renuv 1907/B8 

1 up* date High Low Stock 


9 \ w 28/1 3pm \pm - Cefctaa 
pm prernAsn. 1 ... 


Ctaskig 
price p ♦or- 


LONDON RECENT ISSUES: EQUITIES 

bsuo Ami MO. Ctase 

price paM esp HUOTM price 

ibIWi H gh Low Stock 


- FP. - 05 93>z Abbey Nat Dibfin II B3lj 


RANK RETURN 

BANKING DBWTTMENT 


- FP. 

§250 FP. 755 285 262 Autdotfc 285 

§140 FP. 35A 201 ^2 148>a tBCO Teelta 18^2 -3 

§65 F.P. 112 90 82lj-tBandMJSftw 82^ 

- FP. 13X 21I2 1^2 Bousteod 1fl>2 

§- FP. 2*6 73 S3 Ccrrtand Comm 58 

- FP. - 2105 CI88 Ftng&dlMIs DOST, A 

§25 FP. 1 j 42 3512 29% tGm«ai tads 36*2 

136 FP. 5*0 144>2 1®*Z itDnpnaaO l-M^ 

§110 FP. 125* 13412 10S>2 Marchpoto 107^2 +1 

§ FP. ai4 57^ 54h ’{Martoel UnkPuN 55 

§128 FP. 126 1441a i37la Otaoptaa 144ij 

- FP. 8-44 6V 8 Range Cooker Co 6I4 A, 

- FP. 20X BBta 914 Rapid Tnchnetogy S3>a -1 

§102 FP. 212 10012 102*2 -HtoJrtiackVhcte 102^2 

§105 FP. 36-6 115 IIO 1 ! SCS Uphotataty 115 ^ 

§ FP. 1700 106% 3^2 Second Scot Mail 106^2 -% 

§ FP. 101.1 101 985 DoZBroDtaPri 1«A 

■- FP. 3*1 113>2 103*2 Wyndhem Urr 103*2 -X 

t Akwnetha beweenenr ktatkeL S Hering price. " Introduction. For 
other symbata p ta ee o refer n Hw London Share Sendee notes. 


PU#o depoeSa ^ . 

Bankara deposte . • • ' 
Reaerve end other accounts 

iTsuUCiT " 

Govirpment- swuWea ', ' 
Advance' sr)d other accounts 
Promise, equipment and other t 
Nbtesk •' 

Cnh. 


ISSUE DEPARTMENT . 

IMjfcr 

Nota* to cttcutattan 

Nctea t n Barfrtig Dapartment 

Assets ' ‘ 

Other Government securffiea 
Other Sec u rlt te ' “ ■ ' 


UK GILTS PRICES 


Wednesday Increase or 

January 7.. 1988 decrease tor week 

*'£ . £ 

. -14.5S3.aQQ 

1*77 ,610. 189 +1X54.114*69 

2.72R15&440 +446.444 

4,736*12.634 -2JB4.B1 5.601 

0,757.534.163 -1 .230.052.788 

1*71*55,743 -1*80X00 

6*29,708*19 -1*19,720*34 


453*31X82 

3,116*04 

122.105 


-1,131.721 
-7*79*65 
-40*68 


8.757*34,163 -1*30,052,786 


FTSE GOLD MINES INDEX 


§128 FP. 

- FP. 

- FP. 

§ioe fp. 

§105 FP. 


Net Db. as WE 
dhr. cov. yid net 


R7X 2X 3* 19X 


15.01 2X 4* 99 
R3X5 2.1 4*14* 

- - - 11.7 

H3X7 X4 am* 

- - - 12.7 


L2.7 2X 19 21.7 
- - -124 


u4X 7X 5.4 29 
a Ml ro p ta n anon ol el 


22*58.883.396 
S. 116,604 


-1,142,720.036 

r7*78L96S 


22*60X00X00 -i.i5o,ooaooo 


K 1*0 Wet 

Ju Area Macro 60 M Grots dh P/E 52 Mtk 
' 9 31/12/97 Rat Mtoas yteM% ndto Wtfi lew 

BotaMme tadsx (S4) B2M8 -122 8&B1 180X0 293 - 1SB7-48 903X2 


12*36,000*75 

10X23*90.725 


+244.759*21 

-1*84,759*21 


22*60X00X00 -1,750*00.000 


Africa (15) 976-47 -11X 5.96 23X8 7X8 17X3 2333.56 821.78 

AnsftUta (7) 1132*0 -2X 3*2 12.46 2X4 15*9 2124*2 93163 

North America 03 " 804*7 -14.1 18X4 6446 1.44 33*8 1780 86 084*4 

Bopyr ux, FTSE toumatanat LferWad 1966. am rigMi raaenred. Figure* in baMi riinw 
number of aranpaniee. BeWa US Doom. Baaa vaftw 1000X0 3171092. t Par 1M. 
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All Futures, Options 
& Margined Forex 

(ofliad: Jamc- Allan 
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IT 0500 565717 


REAL-TIME ELECTRONIC FOREX DEALING 

? KEE price !eti. cfr»rt: inu r.ews _ 

Sf5|' C3EEE3E3E3 

E-Mail: :cgi:2 l ; Jarsx-;r.:.so.ax • Tel: +44 ill 353 0800 • 


i TENFORE 

For niore info and FREE dema ddn cell: 

+44 10)171 405 1004 


Real time glob:-! 
csvsnge ;t 
Equities. Currercles, 
OsrivsilvM. cords, 
Ccfr.midrtiss 
and K?ws 


n«ronroCi|MdCq«tarororlMnoo™^a^^»»- 

haa« Hon 7JHw 9 15f»w. /to»jrtie(wwi«*<' «tn 

i For ourad pnees- Iriitai Owed 4 page 499 
r» troebjra rod tropfcaHai lo™ coft 0171-550 S500 


For » 

Great Spread 
of Be ts . 


Petroleum A^gus European Natural Gas Report 
Ccr-:pe::cnsivs dsHy rspod. covsrir.g '.he UK zed European 
gss mr,rke :$ Petroleum Argus 

Freer:?.; ;4A 1 71 1 353 S7-2. Er r.s:': S3i?s£ pc-troleumsrcus.ccm 


The FT GDEOfi TO IVOillD CORBENOES, ptaEtkd la Msed^i 

Map oA eoveriromw M trareaeie*. it toa mfadile ty 4Wfa>| *a fiXMraf 
rente tan da tayyed or tatao oTyw An Mdree. 8S91 417 M. 

Odb me tta^d a Bptaia ring «“ *4 «9pftai> w *4 ete Iran. Fit renrice 
tnsAfe DC ftacldrofe« +44171 R3 4378 to details eaGgtaitaniniiB*L 


Real 7l7 ner-£ 99/mth 

I futures and forex from Ai uy<n»»i | 

Call 0191-730 1660 for free details of both offers 


Futures 


WANT TO KNOW A SECRET? 


Tt* LD*JC-kLL Semiaar will show yea h™ ihe oaritts REALLY rewt The 
atranne into lEChnuina of the fcgemlify W.D. Gam coa inatase your 
prod, red axiaic y«r losa. ihe S««k 

Book raw FREE run. PhuM Slbl 474 0& : '; cnarMwnro.htt-u 


From Data Broadcasting Corporation 

i ' :! ir! n::i:! It'i li ! • -..m;;- 




IN YOUR COUNTRY NOW •= 

70 Countries arross Europe, the p-r" 
fitida'le fast and dfrira - f«m litland i 
to Moscow, from Finland to Yemen 



http://www.unioncal.com 

F.X. FUTURES & OPTIONS 24 HOURS 

0171 522 3333 


regulated 


ofhonI I Rerkelkv" futures LMTE D 

38 DOVER STREET, LONDON W1X 3RB jP> 
TEL: 0171 G29 1133 FAX; 0171 495 0022 ffl 

faltp^www.btLcojiir 


Fast Fills. 

Low Rates. 

Quality Service. 


Lll'iD-lVALDOCK & COMPANY 

•V13 CbisHclI St. - f.mulun FC1Y ICP 


*5-*25 

nurrs&OpUMb, maod-luni 

IrotKatbrnal sentee 
(ta private dkatt. 

0800-262^72 

London: 0171-217-170] 
Germany: 0130813100 
Satoriaret D800F58338 
nraXnd-mUDcLcaai 


mini 

REUTERS 


frecaphone 


Hi' 1 : 11-1 - TAX FREE 

I IG 


INDEX 

FINANCIAL 


0171896 0011 

:C- tndtt ;k. i Waw'rii Fri. lirici JVr'iE J-f jMii| 


OFFSHORE COMPANIES 


Eaattineo n IW5 OCR* Mo SO oftas «ortO i«» and 750 nadyroxM eampartas ovdetta. 
Hx igo mge Fns coku hoain Enafl SnreeWOnm nun a conxx 
BUOPHWl DMURKKI.C* TW: JllWaiSSM fax: A* IBM KSU7 

LOMXM natMOTCoaHtac ire irnss im rte >4« in sal v»u 
homokomi: BAfrraaeiacBkUji Mantrein Fae-ao amino 

USA - JUCS tat: KEVWireeaaAat—1 TeriTHWIW ftt.lhlWWI 


MU1RPACE 


A pmmal service in Futures. Options e* 
Currendet with dhea otress so exchange floors . 
j.imrv Maw-i'll 

Ttl 0171 7 iu |v#l . ‘ . ' . 

Fd*. 0171 ASL’HIS tayatafttf^SFA 


If you would like to 
advertise, 

or require any further 
information, 
please contact: 

Jeremy Nelson 
Tel: 0171-873-3447 
Fax: 0171-873-3062 


www.dbceuro.com Tel +44 171 793 3100 























































































































































































































FINANCIAL TIMES MONDAY JANUARY 12 1998 
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Off^idte funds and Insurances 


FT MANAGED FUNDS SERVICE 
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9 out of 10 top modem 
manufacturers are using 
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technology. 
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MONDAY 


Japan-EU summit 

British prime minister Tony Blair 
holds talks with Japan's prime 
minis ter Ryu taro Hashimoto to discuss 
how to promote bilateral relations. 
They will also hold a Japan-EU summit 
meeting together with Jacques San ter, 
president of the European Commission, 
to talk about economic and 
environmental issues and joint projects 
for developing nations. During his first 
visit to Japan as prime minister. Mr 
Blair will also meet government 
leaders and emperor Akihlto and 
attend an opening ceremony of the 1998 
British festival in Japan. 

Meeting the governors 

Governor of the Bank of Korea Lee 
Kyung-shick visits Switzerland for a 
meeting with central governors of the 
Bank for International Settlements. 
Lee's visit marks the fourth leg of a 
European tour that has already taken 
in Britain. France and Germany 
designed to drum up support for a 
rollover of his country's short-term 
debts. Korea is facing a massive 
repayments crunch with S20bn in debt 
due by the end of January and another 
estimated $20bn due in February and 
March. 

Japanese issues 

Japan's regular diet (parliament) 
session begins with prime minister 
Ryu taro Hashimoto’s policy speech on 
economic and financial issues. During 
the 150-day session, major issues 
expected to be discussed are the fiscal 
1997 supplementary budget to 
implement a two trillion yen special 
income tax cut. fiscal system 
stabilisation bills and the fiscal 1998 
budget plan. 

Dai-lchi Kangyo case 

Tokyo district court holds the first 
hearing in the case of Tsuneo Uchida. a 
former vice president of Dai-lchi 
Kangyo Bank, who is charged with 
making payoffs to "sokaiya" corporate 
racketeer Ryuichi Koike. Fellow vice 
president Ichiro Fujita goes on trial on 
Wednesday and Tadashi Oku da. the 
bank's former chairman, on Friday. 

IMF talks Turkey 

An International Monetary Fund 
delegation visits Turkey. 

European fish 

European Union fisheries ministers 
meet in Brussels. 

Cricket 

Bangaldesh v Pakistan. Independence 
Cup. Dhaka: Australia A v New 
Zealand. World Series Cup, Melbourne. 

Tennis 

Sydney Internationa] men's and 
women’s tournaments (to January 18): 
BellSouth open men's tournament. 
Auckland (to January 17); Tasmania 



Norwegian Bjarte Engen Vik soars in the Nordic combination ski jump. The championship moves to the Czech Republic on Tuesday 


International women's tournament, 
Hobart (to January 18i. 

Holidays 

Colombia. Sri Lanka. 


I TUESDAY 


Euro-parliament meets 

European Parliament plenary session 
opens: the provisional agenda includes 
debates on the impact of the single 
currency on capital markets, the single 
currency and the consumer, external 
aspects of European economic and 
monetary union, new technologies and 
money, value-added tax on 
telecommunications, and investment 
services in securities. 

Tokyo visit 

Kim Jong-PiL honorary president of 
South Korea's United Liberal 
Democrats, who is widely expected to 
be the country's next premier, meets 
Japanese prime minister Ryu taro 
Hashimoto. finance minister Hiroshi 
Mitsuzuka and other senior Japanese 
politicians in Tokyo. 

Asia and Europe 

European Commission President 
Jacques Santer delivers the inaugural 
Asia-Europe lecture to the Asia-Europe 
Foundation in Singapore, entitled 
“Asia and Europe: the road from 
Bangkok to London and beyond". 

Winter sports 

Alpine skiing: Men's World Cup giant 
slalom, Adelboden, Switzerland: World 
Cup snowboarding (two days), Lienz. 


Austria; World Cup Nordic combined. 
Harrachov. Czech Republic: World Cup 
speed skating (two days), Baselga di 
Pine, Italy. 

Inspection 

The Japanese finance ministry's 
financial inspection department, 
b anking bureau and international 
finance bureau meet British offials, led 
by Michael Foot, executive director 
responsible for banking supervision at 
the Bank of England. 

Survey 

Global Business Outlook. 

Holiday 

Lithuania. 


WEDNESDAY 


Space walk 

Commander of 
the Russian Mir 
space station, 
Anatoly 
Solovyov, and 
the resident US 
astronaut 
David Wolf are 
due to go for a 
spacewalk to 
retrieve US equipment attached to the 
ship's exterior. 

Cook’s tour 

Robin Cook, the British foreign 
secretary, will present the programme 
of the British presidency for the next 
six months in a speech to the European 





Parliament MEPs will also discuss the 
implications of introducing a single 
currency, and their own role in 
selecting: which countries will 
participate in the first wave. This first 
session of the parliament for 1998 will 
also include an examination of two 
reports on tr ansa tlantic relations and a 
debate on the effectiveness of EU 
h umani tarian aid. Debt relief for 
African. Caribbean and Pacific 
countries and the harmonisation 
of laws on drug use will also be 
debated. 

Food standards 

A long-awaited British government 
policy paper on the creation of an 
independent Food Standards Agency is 
experted to be published by Jack 
Cunningham, agriculture minister. The 
agency will be charged be with 
rebuilding public confidence in food 
safety, after the recent BSE outbreak 
and a rise in food poisoning incidents. 
The FSA's work Is expected to cost 
around £200m ($326m) a year, and is 
Ukely to be funded by the food industry 
Itself. The agency will report to the 
department of health. 

Egyptian conference 

Arab parliamentarians meet for their 
the first time since the November 17 
tourist massacre at their annual 
conference in Luxor. 

Holiday 

Sri Lanka. 

Russian return 

First session of the Russian state Duma 
lower house of parliament after a 
winter break. 


THURSDAY 


Western energy 

- Energy 
ministers of the 
western - 
hemisphere 
meet in Caracas 
for a two-day 
summit to 
discuss regional 
energy 
integration. 
Investment conditions in the region's 
energy sectors and opportunities to 
increase energy self-sufficiency in the 
hemisphere are the two principal 
themes of the meeting. The ministers. ■ 
in the third ?*«nnai s ummi t, will also 
discuss finance opportunities for 
cross-border energy projects, sudh as 
gas pipelines or power transmission 
lines. According to the Latin American 
Energy Organisation (OLADE), the 
region's energy projects require some 
$25bn hi capital investment Several 
Latin American countries have opened 
their oil sectors to private sector 
participation and increased energy 
integration in recent years. Venezuela 
has replaced Saudia Arabia as the 
principal oil supplier to the US and 
Brazil, while a series of gas pipeline 
projects are under way between 
Mercosur countries, Bolivia, and Peru. 
The summit comes only two months 
before the presidential hemispheric 
s ummi t in Santiago, Chile. 

UK welfare 

Frank Field, the British government 
minister charged with reforming the 
country’s creaking welfare system, will 
set out his views on the welfare state 
in a lecture at the right-wing Centre for 
Policy Studies. The government’s 
programme for modernising welfare 
will be one of the most contentious 
domestic political issues of 1988. 

Cook’s day in the US 

Britain’s foreign secretary Robin Cook 
makes a one-day visit to the US where 
he will hold regular EU-US talks as 
part of Britain's rotating presidency of 
the European Union, give a speech to 
the European Institute and hold 
bilateral Brifish-US talks; he then 
travels on to Canada. 


Golf classic 

The Bob Hope Classic, a round of the 
USPGA tour, opens in Indian Wells, 
California (to January 18). 

Holiday 

Japan. 


FRIDAY 


Ruggiero recalls 

World Trade Organisation 
director-general Renato Ruggiero 
speaks in London on the 50th 
anniversary' of the multilateral trading 


Cricket 

Jamaica v England (to January 19), 
Jarre tt Park, Montego Bay; Sri Lanka v 
Zimbabwe, second test, Colombo; New 
Zealand irSouth Africa, World Series 
Cup (day-night), Perth; Silver Jubilee, 
second final Dhaka. 


Holidays 


SATURDAY 







SUNDAY 


ivt l.il-O 


Other economic news 

Monday: The markets will 
be keenly watching German 
retail sales during November 
to see whether the domestic 
economy is finally taking off. 
Forecasters, however, pre- 
dict continued weakness in 
sales. 

Tuesday: The key UK 
retail price index, excluding 
mortgages, is likely to have 
remained comfortably close 
to its 2.5 per cent target dur- 
ing December. Economists 
are predicting RPK to have 
risen by an annual 2.7 per 
rant in December, after 2.8 
per cent in November. 

Wednesday: US retail sales 
are expected to have ended 
the year on an upbeat note, 
with moderate gains expec- 
ted in the durable and non- 
durable sectors. After 
November’s 3.8 per cent 
year-on-year rise, the mar- 
kets are looking for a similar 
performance in December. 

Thursday: After two 

strong monthly declines, 
German wholesale prices in 
December are expected to 
have stabilised because of 
the strong dollar. 

Friday: The final release of 
French third quarter gross 
domestic product should 
point towards an annual 2.7 
per cent increase. 


X. 5 Occasionally, between 
prison sentences .... 
<4.4J!.4> 

9 when someone can't 

get off <8t 

10 it’s madness to get 

caught with someone 
insane .... (61 

21 .... as he's going around 
Leeds drunk, regardless (8) 

12 They won't eat animal pro- 
duce in vehicles, for exam- 
ple (6* 

14 Newly-wed is to travel In 
black dress (10) 

18 .... very happy about 
crumpled mini being got 
rid of < 10 * 

22 Being tried but not set off 

( 2 .- 1 ) 

23 Supercilious potholer takes 
the A51 (Si 

24 They give a fellow a ring 
when he's forgotten hers 
(6) 

29 Little girl with Insight 

causes disagreement (8) 

26 Something gardeners use 
puzzles people (6) 

27 Fish salesman’s first lec 
hire (8) 


Stat is tics to be released this week 


Day 

Ratoasod Country 


Jon 12 UK 


Economic 

Statistic 


Medan 

Forecast 


Previous 

Actual 


Jan 13 UK 


Jan 14 UK 


Nov overall pera consmr expenditure** -15% 
Nov industrial production* 0.2% 

Nov industrial production" 1 .6% 

Nov manufacturing output* 0.2% 

Nov manufacturing output" 1 .9% 

Dec producer price index input* -0.8% 

Dec producer price index input** -8.1% 

Dec producer price index output* 0.2% 

Dec producer price index output" 0.8% 

Dec Brit Retail Consort retail survey 
Dec retail price mdex* 0.2% 

Dec retail price index** 3.6% 

Dec consumer price index 0.1 % 

Dec consmr prce indx ex-food & energy 
Dec Atlanta fed index 
Dec real earnings 

Nov current account (IMF) rotf Y1.15tn 

Nov trade balance (IMF) 

Nov foreign bond investment 

Dec unemployment -20k 

Nov average earnings 4.25% 

Nov unit wages three month** * 2.4% 

Dec retail sales 

Dec retail sales ex-auto 

Dec export price index 


Day 

RatosMd Country 


Thure US 
Jen 15 US 


Janl6 US 


Japan 

During the week... 


Economic 

Statistic 

Dec import price index 
Initial claims January 10 
State benefits January 3 
Nov business Inventories 
Jan Philadelphia fed index 
Ml week ended January 5 
M2 week ended January 5 
M3 week ended January 5 
Dec monthly Ml 
Dec monthly M2 
Dec monthly M3 

03 final gross domestic product — 
Dec industrial production 
Dec capacity utilisation 
Jan Michigan sentiment preliminary 
Dec broad liquidity" 


't i ' T ? r ' ' 
-.tr.t : " r -- 


Previous 

Actual 


SECOND NOTICE OF FULL REDEMPTION 

®3 


$12.8bn 
$4.0bn 
$6.8bn 
$22. 5 bn 
$46.9bn 





Germany Nov retail sales, real notf* 

Germany Nov retail sates, raalf 

Russia. Dec gross domestic product* 

China Dec trade balance 

Germany Dec cost of living*, pan Germany 
Germany Dec cost of Jiving**, pan Germany 
Germany Dec wholesale price index* 

■month on month, -year on year "*qtr on qtr, ^seasonally actuated 


Statistics; Standards Poor's MMS. 


uuun 

1, 15 Trip over judge's black 
box <6j*> 

2 Toys assembled by royal 
seaside resident — 16 ) 

3 spill out of glass with 

no bottom (6) 

4 Principal master bent on 
avoiding extremes ( 10 ) 

6 One threatening suicide 
might be glad one changed 
direction! (2J.5) 

7 At one motorway climbs 
bill to see parrot rsi 

8. 21 Sorry for using bad lan- 
guage about ex-MC's 
cheery fun (6.2.6) 

13 Anna relied on replacement 
hormone (10) 

15 See l down 

16 Paid attention and shone, 
without using force (8* 

17 Musician having litLle time 

to rest turned and left (8j 

19 Some Saw Barbara pierced 
by a sword — c 6) 

20 ....I caught naughty Lisa 

swallowing quartz (8) 

21 See a down 



WINNERS 9,567: C.J. Cazalet, London Wll; B. HolUng- 
worth. Allestree. Derbyshire; J. Smith, Sittingbourne, 
Kent: Mrs C. Williams, Clavering. Essex. 


MONDAY PRIZE CROSSWORD 

No.9,578 Set by GRIFFIN 

Six bottles of Davys Celebration Champagne for the first correct solu- 
tion opened and three runner-up prizes of £40 Davys food and wine 
vouchers redeemable in person or by post These prizes are available 
only to winners living in England. Scotland and Wales. Winners with 
overseas addresses will receive a set of silver-plated place name bases 
and cards. Solutions by Thursday January 22, marked Mondav Cross- 
word 9,578 on the envelope, to the Financial Times, 1 Southwark Bridge. 
London SEl 9HL. Solution on Monday January 26. Please allow 28 days 
for delivery of prizes. 

IVame.._.. 

Address 


Solution 9,567 
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St. George Bank Limited 

(avn»pi*dlcd m New South Wain) 

A.CJ4. 0S5 50 070 

U.S. $250,000,000 

Floating Rate Notes due 2000 

Nonce is hereby given char tur the Lnterear Fibred -9rh January, 
19°8 to Wi April, 1998 the Nows will carry a Race of Interest uf 
5.99141% p« annum. The Interest Amounts payable will be US- 
$149.79 per U.S. $10jM0 Nree and US. SL.497,85 per US. 
$ 100.000 Note. The Interest Payment Date will be 9th April. 1998. 


Bankers Trust 


Company, London 

Agent Bank 
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